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Ownership as ‘Method, Not End’ Deemed 
Erroneous 


94CM0271A Beying ZHENLI DE ZHUIQOL 
[PURSUIT OF TRUTH] in Chinese 11 Feb 94 pp 2-6 


{Article by Yun Xiliang (1926 1585 $328): “Comments 
on ‘Ownership as a Method, Not an End’”} 


[Text] Recently the argument that 
method, not an end” has been prevalent. From this 
argument, some people have concluded that taking 
public ownership as the essence of socialism is “miustak- 
ing the method for the goal and trying to defend 1.” 
Being a method, public ownership ts in a subordinate 
position when compared with goal of socialism. Devel- 
opment of productive forces 1s the end. Whatever own- 
ership is conducive to economic development should be 
promoted. If the publicly owned sector of the 
gradually dwindles because it is unsuited to market 
competition, such outcome, from an overall viewpoint 
is good for the development of our productive forces, ihe 
strengthening of our comprehensive national strengt! 
and the improvement of the people's Ihving standard 


“ownership . & 


This view is an obvious mistake. 


Here, first of all, let us explain the relationship between 
social practice and the nature of society. Our social 


practice—for example, we take the quick development of 


productive forces as our primary task——1s bound up with 
the fact that our society is socialist in nature. So any 
practice conducive to consolidating and developing the 
socialist system must be protected. Any practice with an 
adverse effect on this must be restricted and banned 
From this viewpoint, building a modern socialist society 
is our end, while developing productive forces 18 the 
method to achieve that end. Sometimes we may say 
developing productive forces is our end, but that 1s based 
on the premise that our system is a socialist system— 
what we mean is that in socialist society we should take 
the development of productive forces as our work target 
or fundamental task. In fact, ownership hinges dire, 
on the nature, or system, of society. Leaving primitive 
communist society aside, in slave society the means of 
production was owned by slave owners. In feudal! 
society, it was owned by feudal lords, and in capitalist 
society, by capitalists. In socialist socrety it 1s, of Course 
owned by the whole people and the collectives. This 1s 
common knowledge. 


China is now 1n the initial stage of socialism. Because of 
our relatively backward economy and based on the 
experience and lessons drawn from the past. our party 
and government are carrying oul a policy of coexistence 
and co-development of several economic sectors in order 
to speed up the development of social productive torces 
This policy allows the existence of enterprises owned by 
individuals as well as enterprises run with private cap- 
ital, with Chinese and foreign capital, and with sole 
foreign capital. Now, all these types of enterprises have 
developed to some extent. This is absolutely correct. 
Meanwhile, however, our party and government have 
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unequivocally stipulated that the state-owned and col- 
lective economic sectors, that 1s, the publicly owned 
sectors, should still dominate our economy. The non- 
State-owned sectors, they:say, should remain supplemen- 
lary, or in other words, 1n a subordinate position. This 1s 
the basic principle for socialist modernization. Our 
socialist politics, culture, education, science and tech- 
nology, and military affairs should all follow this prin- 
ciple and serve the purpose of developing social produc- 
tive forces. Above all, they should serve the purpose of 
detending and reinforcing the mainstay position of 
public ownership. Failing this or acting to the contrary 
will impair our cause of socialist construction. 


lo substantiate this, we would like to quote some 
relevant viewpoints held by our proletanan revolu- 
tionary teachers. In the preface to the 1888 English 
edition of “Manifesto of the Communist Party,” Engels 
said: “The fundamental proposition which forms the 
| this Manifesto’ belongs to Marx. That prop- 
osition is: In every historical epoch, the prevailing mode 
of economic production and exchange, and the social 
organization necessarily following from it, form the basis 
upon which is built up. and from which alone can be 
explamed, the political and intellectual history of that 
epoch.” (Selected Works of Karl Marx and Frederick 
hnegels, Vol. 1, p. 237). This means that the nature of a 
society ts matnly determined by the mode of material 
production in that society, or in other words, the condi- 
tron of productive forces and the corresponding produc- 
tion relations in that society. With the development of 
productive forces, human history has developed from a 
iow to a high level through five kinds of production 
relations, namely, production relations of primitive 
communism, the slave system, feudalism, capitalism, 
and socialism (communism). Commensurate with the 
different economic bases are five basic forms of society, 
which have appeared successively. They are: primitive 
ociety, Slave society, feudal society, capitalist society, 
and socialist society (communist society). 


, 
MUcieuUs ¢ 


Therefore, to determine the nature of a society, we 
should, first of all, look mto its economic base. Lenin 
said: “Only by attributing social relations to production 
relations and attributing production relations to the level 
of productive forces, can we have a reliable basis to view 
the development of forms of society as a natural histor- 
ical process.” (Collected Works of V.1. Lenin, Second 
Edition, Vol. I, p. 110) 


If the nature of society 1s determined by production 
relations, which are connected with the condition of 
productive forces, then there must be an inner link 
between the ownership system, which is the basis of 
production relations, and the nature of society. In fact, 
most people acknowledge that the ownership system is a 
major criterion for judging the nature of society. The 
fundamental reason for the socialist nature of contem- 
porary Chinese society ts that it has public ownership as 
its main foundation. Similarly, the fundamental reason 
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for the capitalist nature of society of Western developed 
countries 1s that their society is founded mainly on 
private ownership. 


The link between the ownership system and the nature of 
society and the importance of the ownership system to 
social development were clearly expounded long ago by 


the founders of scientific socialism. In the Manifesto of 


the Communist Party, they declared to the whole world: 
“The distinguishing feature of Communism ts not the 
abolition of property generally, but the abolition of 
bourgeois property. But modern bourgeois private prop- 
erty 1s the final and most complete expressio” of the 
systems of producing and appropriating produc! ats 
based on class antagonisms, on the exploitation of the 
many by the few. In this sense, the theory of the 
communists may be summed up 1n the single sentence: 
Abolition of private property.” (Selected Works of Karl 
Marx and Frederick Engels, Vol. 1, p. 265) 


Now, everyone acknowledges that elimination of exploi- 
tation is the essence of socialism. But how 1s exploitation 
to be eliminated? By relying on the exploiters’ mercy? Or 
by relying on open-minded rulers? These are merely 
utopian socialism. Can we merely rely on the develop- 
ment of productive forces to eliminate exploitation? If 
so, how come developed capitalist countries, which have 
a very high level of productive forces, cannot eliminate 
exploitation? To eliminate exploitation, 11 1s imperative 
to replace private ownership with public ownership. This 
is an irrefutable truth. 


In addition, everyone acknowledges that elimination of 
polarization is also the essence of socialism. How can 
polarization be eliminated”? The history of the world has 
proved that polarization cannot be eliminated in any 
society with private ownership. Peasants of feudal 
society once rose up to struggle for equal land rights, but 
their struggle ended in failure. During the bourgeois 
revolutionary period, some thinkers stood for the elimi- 
nation of economic inequality, only to find that their 
ideal was no more than a beautiful bubble. Reality in the 
20th century has made people aware that only by 
replacing private ownership with public ownership is it 
possible to eliminate polarization. 


As can be seen, elimination of exploitation and polariza- 
tion is bound up with public ownership. Their relation- 
ship, it may be said, is just like the two sides of a coin. An 
inner link exists between public ownership and the 
essence of socialism, and there is no doubt about it. 


Productive forces are the most dynamic factor for social 
development. The condition of productive forces deter- 
mines the nature of production relations, while the 
development of productive forces determines the 
changes in production relations. This, however, cannot 
be construed to mean that the condition of productive 
forces alone is a direct determinant of the nature of 
society. 
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The histories of countries in the world have repeatedly 
proved that, under roughly the same condition of pro- 
ductive forces, the nature of society varies from country 
to country. For example, under the condition of modern 
productive forces, some countries have capitalist society, 
while others have socialist society. This is because their 
specific environments are different. Even under the 
same condition of productive forces, when a country is 
fettered by production relations that are incompatible 
with the condition of its productive forces, 11 may have 
one form of society, but after it has replaced the outdated 
production relations with advanced production relations 
that are commensurate with the condition of its produc- 
tive forces, it may have another form of society. 


It follows that the condition of productive forces, albeit 
a vital determinant of social development, does not 
necessarily reflect the nature of society. The direct deter- 
minant of the nature of society is production relations. 
In other words, the nature of society is determined by 
production relations based on certain productive forces. 
Here, production relations refer to the dominant rela- 
tions of production at a certain stage of the development 
of human society, that is, the basic economic system of 
society. Consequently, we may say that the basic eco- 
nomic system of society based on certain productive 
forces directly determines the nature of society. 


Is the conclusion that production relations directly deter- 
mines the nature of society in conflict with the thesis that 
productive forces serve as the criterion for economic 
work? No. It does not deny the fact that productive 
forces are always the most revolutionary element of 
economic activities in society, and that the development 
of productive forces invariably determines the changes 
in production relat'ons. 


Productive forces and production relations complement, 
condition, and promote each other. In China, persisting 
in using productive forces as the criterion for economic 
work is associated with adherence to the basic socialist 
economic system. All views and practices making them 
mutually exclusive are harmful. If we say that the idea 
“we would rather have the grass of socialism” 1s to sever 
from an extremely leftist stand the inner link between 
using productive forces as the criterion for economic 
work and implementing the basic socialist economic 
system, then stressing the importance of productive 
forces in an abstract, isolated, and lopsided way 1s to 
sever that link from a rightist stand. “To stress the four 
modernizations without stressing socialism is to forget 
the essence of the matter.” (Selected Works of Deng 
Xiaoping, Vol. Ill, p. 204) 


Productive forces are connected with production rela- 
tions both in substance and 1n form. In a certain sense, 
developing productive forces may be considered as the 
end. But this does not mean that public ownership can be 
downgraded to a low, subordinate position and is no 
longer a decisive factor for the essence of socialism. 
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In any society, economic progress has to rely on a variety 
of methods. Undoubtedly, many methods have no inner 
link with the essence of society and may be considered to 
be in a low and subordinate position. For example, plans 
and markets may be used as economic methods by 
capitalism as well as by socialism, for they have no inner 
link with the essence of society. But this is not the case of 
public ownership. As a basic economic system, public 
ownership should in no way be downgraded to an 
unimportant, low, and subordinate position. 


Moreover, the end and method can be transformed into 
each other. As far as productive forces versus production 
relations are concerned, the former ts the end. But, when 
we talk about the essence of socialism (liberating and 
developing productive forces and eliminating exploita- 
tion and polarization so as to finally achieve common 
affluence), the end is to “finally achieve common afflu- 
ence,” while developing and liberating productive forces 
are methods to achieve this end. In this case, can we say 
that development of productive forces is placed in a low, 
subordinate position? Obviously not. Development of 
productive forces and common affluence also comple- 
ment and condition each other. In socialist society, on 
the one hand, development of productive forces must be 
subordinate to the objective of satisfying the people's 
material and cultural needs; otherwise, “production 
would be for the sake of production.” On the other hand, 
without developing productive forces, it would be 
impossible to provide abundant materials and products 
and, hence, impossible to achieve common affluence. 
For this reason, we must take a comprehensive look at 
the relationship between developing productive forces 
and achieving common affluence. Even though develop- 
ment of production should be subordinate to the peo- 
ple’s needs, development of productive forces is still the 
practical starting point and plays a dominant role in the 
whole economic process. So development of productive 
forces must be regarded as a fundamental task of 
socialism. 


To sum up, both productive forces and production 
relations play a vital role in determining the nature of 
society. Absolutely exaggerating the role of productive 
forces and believing that once we have developed our 
productive forces, we would not slip to the capitalist 
road no matter what ownership system we have adopted 
is as much a mistake as absolutely exaggerating the role 
of production relations and believing that with a large 
and collective organization, we would transit to a com- 
munist society despite our backward productive forces. 
Similarly, the thinking that socialism can be realized in 
the absence of public ownership is as absurd as the 
thinking that socialism can be achieved without devel- 
oping productive forces and with a poverty-stricken 
society. 


Lopsidedly stressing that the ownership system 1s a 
method is aimed at nothing but weaken, ¢!iminate, and 
change public ownership. 
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Is it possible to get a better effect on developing China’s 
productive forces by weakening, eliminating, and change 
public ownership? No. As shown by the history of the 
last 100 years or so, China did not quicken the develop- 
ment of productive forces whether it was dominated by 
the feudal system, semi-feudal and semi-colonial system, 
or bureaucrat capitalism. On the contrary, when such 
systems held sway, the people were often suffering 
hunger and cold, and sometimes dead bodies of the 
starved were found here and there. After the founding of 
the People’s Republic of China, the national economy 
quickly revived from the awful mess left from old China. 
On the heels of such revival was a large-scale economic 
construction. All these relied upon the socialist system 
based on public ownership. Though once we erred by 
arbitrarily pursuing a “large and collective” organiza- 
tion, we have never destroyed the socialist system. Since 
the 1980's, our productive forces have developed at a 
quickened pace. What we have relied upon ts still the 
socialist system with public ownership as the mainstay. 


Public ownership as the mainstay is a very important 
aspect of Chinese socialism and a basic socialist prin- 
ciple we must keep to. The ongoing reform 1s a process of 
further improvement of the public ownership system. 
This improvement means a change in the system and 
mechanism of public ownership to meet the needs of 
developing productive forces. It differs radically from 
weakening, eliminating, and changing public ownership. 
Only by improving the public ownership system can we 
achieve better results in fulfilling the basic task of 
developing productive forces. This is a fundamental 
principle for building socialism. 


In China, the economic sector owned by the whole 
people and the enterprises owned by the state were and 
still are leading forces in ensuring the fast development 
of the national economy. In the first place, they have 
relatively advanced technology and equipment, large 
numbers of competent professionals, and the masses of 
hard-working and discipline-abiding workers. They are, 
therefore, the most advanced part of productive forces in 
our society and represent the orientation for the devel- 
opment of productive forces. Secondly, they always play 
a leading role in industrial production, transportation, 
financial affairs, and commodity circulation. Thirdly, 
they are the chief financia! source for the state. Fourthly, 
they serve the people across the country and play a pillar 
role in strengthening macroeconomic regulztion and 
control. It is due to the leading role played by the 
economic sector owned by the whole people that Chira’s 
economic construction and its reform and opening-up 
drive have scored such remarkable achievements as to 
attract worldwide attention. 


Some people say that enterprises owned by the whole 
people cannot compare with enterprises owned by collec- 
tives and individuals. They argue that our economic 
growth since the start of the reform and opening-up drive 
has resulted mainly irom the growth of the economic 
sector not owned by the whole people. This viewpoint 1s 
superficial and groundless. It must be noted that the rapid 
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growth of the economic sector not owned by the whole 
people has depended, to a great extent, on the support 
provided by the economic sector owned by the whole 
people. State-owned enterprises have provided necessary 
raw materials, energy, and transportation facilities as well 
as lots of technology, equipment, and manpower to the 
economic sector not owned by the whole people. More- 
over, this economic sector has reaped a large amount of 
profits from the state’s tax-reduction and exemption policy 
and, in particular, from the low prices of products made by 
state-owned enterprises. Because of this, the following 
situation has appeared in China: Despite its advanced 
equipment, competent work force, and enormous capital, 
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the state-owned economic sector is growing slowly, while 
the whole economy and the non-state-owned sector are 
making quick headway. With regard to the above- 
mentioned situation, Vice President Rong Yiren said very 
clearly in his November 1993 speech in Tianjin: “Today, 
without support from state-owned large and medium-sized 
enterprises, no other enterprise could enjoy lasting pros- 
perity whether it is a township enterprise, an enterprise in 
the foreign-funded enterprise category, or any other enter- 
prises not owned by the public. State-owned big and 
medium-sized enterprises were, are, and will continue to 
be the pillar of China’s national economy.”’ No doubt. this 
conclusion is quite correct. 
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NATIONAL AFFAIRS, POLICY 


Analysis of Current Economy 


94CE0464B Beijing JINGJI RIBAO in Chinese 
6 Apr 94 p 2 


{Commentary by Yan Quialin (7051 0595 2651): “Low 
Growth or High Growth—What Is the Actual State of 
Our National Economy?”] 


[Text] What is the actual state of the current Chinese 
economy? Based on the new conditions that have 
appeared in our economic operations in the first few 
months of 1994, the experts have recently presented 
certain differing views. 


In 1994, China’s industrial production, in addition to 
continuing to be restricted by transportation, energy, 
and raw materials “bottlenecks,” has also run into cer- 
tain new problems, the more glaring of which are fund 
shortages and marketing difficulties. In many places, 
“triangular debt” has resurged, not only interfering with 
normal enterprise production, but also having a severe 
impact on fund turnover, profit and tax payments, and 
emplovee [wage] distribution. Due to poor sales, the first 
two months of 1994 contrast with the same period in 
1993 as: the manufactured goods sales rate is down 1.6 
percent; finished goods inventories of independently 
accounted industrial enterprises throughout China top 
400 billion yuan, up 30 percent from the beginning of 
1993. Impacted by funds and sales, state-owned indus- 
trial production growth in 1994 is nearly stagnant, up 
only |.2 percent for January and February over the same 
period in 1993. This includes declines in state industrial 
production of 2.4-4.4 percent in places, such as Shanxi, 
Liaoning, Jilin, and Heilongjiang. 


In light of these phenomena, the analyses of certain 
economics experts hold that this impact on state industry 
will gradually be reflected somewhat in the production 
and sales of township enterprises and other similar types 
of enterprises, so that the Chinese economy in 1994 is 
likely to see low or even zero growth. 


But certain other experts take the absolutely opposite 
view, holding that 1994's growth rate not only will not be 
low, but even will be higher than 1993's. Their key 
grounds are that overall investment and consumer 
demand are now both brisker. Meanwhile, the growth 
momentum of coastal and township industry remains 
quite strong, averaging over 20 percent for the first two 
months in places, such as Guangdong, Fujian, and 
Jiangsu; township-run industrial output value is still 
growing at a rate of 49 percent; the growth of the three 
kinds of foreign trade enterprises and private industry is 
even higher at 76.4 percent. 


So will the Chinese economy in 1994 see low growth or 
high growth? It seems that we still need to analyze more 
conditions. 


ECONOMIC 5 


As long as China’s inflationary pressures are quite 
strong, a too fast economic growth rate will cause high 
inflation, which in turn will severely threaten 1994's 
overall reform and social stability, finally forcing us to 
take “brake-slamming” steps. So while things are tight, 
aii economic slide is inevitable. To prevent this, the 
center has not only set forth clear macroeconomic regu- 
lation and control targets—GNP growth of 9 percent, 
industrial production growth of 15 percent, an invest- 
ment scale of 1.3 trillion yuan, and new loans of 470 
billion yuan, but has also taken effective steps, such as 
stopping up “the two floodgates” of money supply and 
credit, and conducting a strict “two controls’ — 
controlling too fast growth of investment scale and too 
much expansion of consumption funds. Our experience 
in the last half of 1993 showed that as long as we exercise 
timely macroeconomic regulation and control, we can 
prevent economic overheating, to maintain the sustained 
and sound growth of our national economy. So it seems 
that there is little likelihood that the Chinese economy in 
1994 will overheat again or see growth rates higher than 
in 1993. 


Our 1994 growth rates will be neither too high or too low. 
While some areas and enterprises have recently run into 
certain thorny problems, with new conditions appearing 
in economic activities, this will not be enough to impact 
and change our good growth momentum of recent years. 
In short, the international economic climate, domestic 
public demand, and basic industry supply capability and 
credit fund conditions will all support the continued 
rapid growth of the Chinese economy. 


1. The faster growth of the world economy, particularly 
the recovery of the economies of Western countries after 
3 years of recession, will provide the opportunity for the 
rapid growth of the Chinese economy. On one hand, 
investment by foreign firms in China will maintain its 
very brisk momentum; on the other, driven by world 
economic growth, international market demand and 
trade will increase sharply, which will be highly benefi- 
cial to increased Chinese export trade. 


2. Since we exercised [tightened] macroeconomic regu- 
lation and control in the last half of 1993, our residents’ 
savings are up sharply, and our banking system, after 
being rectified, has also amassed a sizeable amount of 
available funds. These will both provide funding sources 
for maintaining a definite overall investment scale in 
1994, as well as for further alleviating enterprise working 
capital shortages. 


3. The series of significant reform steps that we took at 
the beginning of 1994 will gradually become a new and 
powerful driving force to promote the sustained growth 
of the Chinese economy. Meanwhile, local governments 
at all levels and enterprises remain subject to an inherent 
impulse calling for faster growth, with the Central Gov- 
ernment also emphasizing that development opportuni- 
ties be seized, and certainly not hoping that its macro- 
economic policy orientation will bring growth rates back 
down too much, to cause a chain reaction and shock. 
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4. While 1993's macroeconomic regulation and control 
shrunk capital construction investment somewhat, 
“projects” still exist, with 1994's ongoing scale still quite 
large, which 1s substantial grounds driving rapid eco- 
nomic growth. As to consumer demand, 1994's increase 
in wages for employees in administrative organs and 
institutions will bring enterprise employee wage 
increases; peasant income ts also expected to continue to 
grow steadily. So as both urban and rural incomes grow, 
overall consumer demand, along with consumer mar- 
kets, will maintain steady growth. 


5. Recently, our transportation, energy, and raw mate- 
rials supply conflicts have eased somewhat. And 1n light 
of the growth of our basic industry supply capability and 
our import-export adjustment, the rapid growth of the 
Chinese economy in 1994 is also ensured fundamentally 
and materially. 


In addition, township, the three kinds of foreign trade, 
and private enterprises have not only become a vital new 
force on our economic front, but also are maintaining a 
strong growth momentum. So even though our state 
industry growth rate ts not high, this will not have a 
substantial rmpact on the rapid growth of our national 
economy in 1994. 


According to the general pattern of China’s economic- 
growth boom-and-bust cycle, after two successive years 
of rapid growth, growth will top out and begin to fall 
back in 1994, so that our economic growth rate will 
decline somewhat. But an analysis summing up condi- 
tions in all areas shows that this decline will not be very 
large, so that our 1994 economic growth rate ts likely to 
remain at about 11 percent. 


The matter that currently needs attention is the need to 
earnestly ughten and improve our macroeconomic reg- 
ulation and control, by controlling our investment scale, 
in order to curb price rises. The appearance of severe 
inflation would not only have a negative impact on our 
social stability and reform progress, but also would force 
our economic operations to a “hard landing.” 


Forecasts of Consumption Trends for 1994 
Y2Ch04324 Beyine ZHONGGUO GUOQING GUOLI 
(CHINA NATIONAL CONDITIONS AND POWER 
MONTHLY) in Chinese No 1, 28 Jan 94 pp 10-11 


[Article by Kong Fanjin (1313 4907 6855) of Commer- 
cial Information Center of the Ministry of Domestic 
Trade: “Trend of Supply and Demand of Major Con- 
sumer Goods for 1994”] 


[Text] The market of consumer goods will continue to 
maintain a steady growth in 1994. On the basis of the 
presumption that the GNP will grow 9 percent, the 
industrial production 15 percent, the agricultural pro- 
duction 4 percent, the urban and rural residents’ 
incomes 24 percent, the total investment in fixed assets 
13 percent and all! other economic targets are fulfilled as 
planned, the total amount of retail sales in 1994 would 
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reach 1.57 trillion yuan, up 18 percent over 1993. If price 
increases are factored in, the actual percentage would be 
approximately 7.3 percent, of which the amount of retail 
sales for consumer goods would grow approximately 19 
percent and the capital goods for agriculture approxi- 
mately 10 percent. We estimate that the sales of major 
commodities will be as follows: 


Grain Preliminarily we estimate that China's total grain 
output will be 451.79 million tons. A balance between 
supply and demand will be basically achieved on the 
grain market with a slight over-supply. However, struc- 
tural imbalance will remain existent. This year, the price 
for purchasing farm pvoducts will steadily move upwards 
in general. The incrcase will not be excessively high this 
year, because last year’s price was already relatively high. 
The price increase is not expected to exceed 10 percent. 
As for specific varieties of grain, the situation of wheat 
shortage has been alleviated. The supply of wheat will 
exceed the demand slightly. Due to the readjustment of 
the import policy and the introduction of the single 
foreign exchange rate, the market price is expected to go 
up on a small scale. The prices of millet and soybean will 
remain strong because of the continuous expansion of 
millet and soybean exports and the increasing demand of 
such farm products on the domestic market. The price of 
soybean is expected to rise only slightly, while that of 
millet will be relatively higher. The supply of paddy rice 
will be slightly insufficient, because the area planted with 
paddy rice was dropping every year and its output 
declined on a large scale. It 1s possible that the situation 
of rice shortage may reappear in some areas. Price 
increase may be relatively high, and there is an inkling of 
such price increase. The price of oil-bearing crops may 
rise on a large scale this year due to low inventory and 
dwindling output. 


Cotton. This year’s demand for cotton is about 4.5 
million tons. The supply and demand of cotton in China 
are relatively stable. Cotton is mainly used in light 
industry, textile industry, cotton for wadding, exports, 
cotton reserve and other uses. A balance has been 
basically achieved in the exports and imports of cotton 
in recent years. The use of cotton for wadding and other 
uses is basically stable. The supply and demand for 
cotton in 1994 are mainly dependent on cotton produc- 
tion and how much cotton will be used by textiles and 
other light industrial products. After the 10 percent 
increase of the cotton-purchasing prce in 1989, the 
effective supply of cotton has increased. The higher 
cotton price and the rise of the production costs for 
textile products have greatly prevented the textile 
industry from blinding expanding. However. since 
nearly one-third of the capacity in textile industry is 
idling, the supply and demand of cotton have become 
stable. The caport of cotton textiles remains basically 
stable. Due to the limits imposed by the international 
quota, it is difficult to increase exports in this connec- 
tion. On the other hand, the domestic cotton price is 
relatively higher. The advantage in exporting cotton and 
silk products is notably declining, and it is rather diffi- 
cult to compete with others on the international market 
in this connection. 
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In recent years, there have been no major breakthroughs 
in developing cotton varieties and production tech- 
nology. The average per-mu yield of cotton is basically 
between 50 and 60 kg. If the area planted with cotton in 
the whole country is maintained at the present level of 
about 90 million mu, the output of cotton will be 
approximately 4.8 million tons. Thus, ‘he total supply 
and demand of cotton are expected to strike a balance in 
the country. 


Sugar The supply of sugar may fall short of demand this 
year. The main reasons are as follows: A gap is formed in 
the supply of sugar in the world, and sugar prices 
skyrocket on the international market. In recent years, 
major sugar-producing countries in the world such as 
Cuba, Thailand and India reported reduced sugar pro- 
duction, while sugar consumption is rising. The amount 
of sugar to fill this gap is about 2.84 million tons, causing 
the sugar price to go up. However the demand of 
sugar-consuming countries and districts is growing. In 
1993, Russia was expected to consume 7.5 million tons 
of sugar, but it only produced two million tons itself. It 
needed to import a large amount of sugar. Under the 
influence of the supply and demand of sugar in these 
countries, tremendous changes have taken place in the 
relations between the imports and exports of sugar in 
China. China has become a purely sugar-exporting 
nation from a purely sugar-importing nation in 1991. 
According to customs statistics, a total of 1.06 million 
tons of sugar were exported and 250,000 tons of sugar 
imported between October 1992 and April 1993, leaving 
° net export of 810,000 tons of sugar, up 710,000 tons 
over the same period in the previous year. In addition, 
the sugar reserve in stock is dwindling, and the area 
planted with sugar-bearing crops is shrinking. The 
supply of sugar is expected to be scant in 1994. 


The sales of articles of daily use will be basically at the 
same level as before. The demand for bicycles, wrist 
watches, sewing machines and aluminum wares will be 
somewhat greater. The sales of other articles of daily use 
will be about the same or slightly weak. However, 
products of higher grades will be in great demand. 
Consumers will prefer products of higher quality, new 
designs and better features. Particularly they will prefer 
stainless steel cooking utensils and electric appliances. 
They will tend to buy more high-quality perfumed soap 
and cosmetic manufactured by Sino-foreign joint ven- 
tures. 


For bicycles, consumers prefer to lighter, smaller, more 
convenient ones with variable gear-shifts. The sales of 
mountain bicycles will notably increase. There will be an 
over-supply of sewing machines on the market, and the 
inventory would ipcrease. The sales may somewhat go 
up slightly when hew models appear on the market. 
There will be an over-supply of wrist watches, and the 
inventory would increase. 


The supply and demand of soap, toothpaste, detergent, 
aluminum pots, thermos and other articles of daily use 
will level off. Due to the increase of varieties and 
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reasonable prices, utensils made of plastic material will 
register a steady growth. There will be little changes in 
the sales and marketing of canned goods, after their 
prices bottom out. The export of toys will rise, but not 
much efforts are being made in pushing domestic sales. 
There is a large potential to sell toys domestically. The 
general trend in the sales of enamelware has changed. 
Now, the supply exceeds demand instead of the supply 
falling short of demand several years ago. The market 
demand will drop, because the enamelware products are 
gradually being replaced by their plastic counterparts. 


The sales of durable goods with low inventory in cities 
will increase such as motorcycles, air conditioners, video 
tape recorders, video cameras, computers, high-quality 
audio equipment and health care products. The demand 
of such products will drop in medium-sized and small 
cities, but the total demand of such products in the whole 
society will grow. The market for refrigerators will 
flourish. The prospect in exporting more electric fans is 
good, although the domestic demand for such fans is 
decreasing. In short, the total demand for electric fans is 
rising. The demand for air conditioners and ceiling fans 
will increase, while that for table electric fans will level 
off. The demand for color television sets will increase 
slightly. More color television sets will be sold in 
medium-sized and small cities and flourishing rural 
areas instead of large cities. The demand for table-model 
recorders, imported pocket-sized radio sets and boom 
boxes with CD players will increase. Stereo equipment in 
the 2,500 yuan price range will become popular. In 
addition, there will a good market for electric heating 
shower equipment, kitchen exhaust fans, microwave 
ovens, rice cookers, food processors, electric ovens, air 
purifiers, heating equipment for health care and other 
home appliances. 


This forecast is made on the basis of the following 
reasons: 


1. The macro-economy ts being developed healthily. and 
the supply of commodities is continuously increasing. 
According to a preliminary estimate made by a relevant 
department, the total value of commodity supply for 
1994 will reach 1.655 trillion yuan, and the supply of 
commodities will exceed demand by approximately 55 
billion yuan. 


2. There will be a steady growth of residents’ income. If 
factors such as the gradual increase of government 
employees’ salaries and its influence as well as the price 
adjustment of major rural products are taken into con- 
sideration, this year’s growth rate of residents’ actual 
incomes is expected to be higher than that in the last 
year. The workers’ wage is expected to increase 21.8 
percent, slightly higher than the 21.6 percent in the 
previous year. The per-capita peasants’ net income will 
be close to 1,000 yuan with its growth rate exceeding 13 
percent (12.2 percent in the previous year). 


3. There will be more investments in capital construc- 
tion. The total amount of investment in fixed assets in 
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1993 is expected to reach 1.15 trillion yuan, up approx- 
imately 46 percent over that in 1992. It is estimated that 
this figure will reach 1.3 trillion yuan in 1994, up about 
150 billion yuan over 1993. 


4. There will a reasonable growth in institutional pur- 
chases. The rate of growth in 1993 is expected to be 
approximately 25 percent. The expenditure of social 
groups for consumer goods will still go upwards. 


5. There will be more currency issued this year as 
compared with the last year. The total amount of cur- 
rency issued in 1993 is expected to be between 29 and 38 
percent higher than that in 1992. The amount issued in 
1994 will be higher than that in 1993. 


€. The sales of some commodities will decline. Due to 
considerable fluctuations in the exchange rate, the delay 
in re-entering the GATT, the large-scale price increases 
and the relatively low interest rate for deposits, some 
residents rushed to buy imported or domestically man- 
ufactured high-quality home appliances and jewelry 
made of gold during the first half of 1993. These pur- 
chases, which were ahead of season, will push the price of 
such commodities down this year. 


Economists Predict Bumpy Road for Reform 


94CE0415A Chongqing GAIGE [REFORM] in Chinese 
No 1, 20 Jan 94 pp 93-105 


[Interview with economists by GAIGE reporter Hu Shuli 
(5170 5289 4539): “Reform in 1994 Expected To Be 
More Risky, Difficult”’] 


[Text] “It is one of the fundamental characteristics of an 
individualistic capitalistic economy that it is rational- 
ized on the basis of rigorous calculation, directed with 
foresight and caution toward the economic success 
which is sought in sharp contrast to the hand-to-mouth 
existence of the peasant, and to the privileged tradition- 
alism of the guild craftsman and of the adventurers’ 
capitalism, oriented to the exploitation of political 
opportunities and irrational speculation.” 


—Max Weber, The Protestant Ethic and the Spirit of 
Capitalism 


As they ushered in 1994, many Chinese economists were 
both excited and a little anxious. 


“The Decision of the CPC Central Committee on Cer- 
tain Issues Relating to the Building of a Socialist Market 
Economy,” unveiled a year ago, has been described by 
the press in a variety of bold and lofty terms: ‘‘a grand 
design,” “‘a call to arms.’ While the man on the street felt 
inspired by these necessary comments, economists adept 
at independent thinking, having understood the content 
and implications of the “Decision,” have begun to 
foresee the grim challenges facing China as it works to 
implement the document. 
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Henceforth, as someone said, China has entered an era 
when “reform is an utterly mental exercise.”’ Nineteen 
ninety-four happens to be the first year of rational 
reform. 


Rationality—The Soul of the Market Economy 


“Speed up reform, speed up development,” so says the 
“Decision.” It is clear what “speed up development” 
means both theoretically and practically. That “develop- 
ment is the way to go” is now deeply etched in the public 
psychology. But what about “speed up reform?” 


We must realize that reform in China has always been a 
gradual process, moving from the countryside to cities, 
from special economic zones and the coast to the inte- 
rior, from the establishme:it of individual enterprises, 
township and town enterprises, and foreign-funded 
enterprises to the transformation of the mechanism of 
State enterprises, and from the price decontrol of some 
commodities to the abolition of command planning. In 
the 15 years since reform began, there have been ups and 
downs, twists and turns, but the upshot is a miracle that 
has caught the attention of the world, fueled the spectac- 
ular growth of the economy—and, by spawning a host of 
problems that are as distressing as they are stubborn, 
exacted a steep price. At the numerous seminars and 
conferences held in Beijing in the past half year, econo- 
mists have enumerated, from a variety of perspectives, 
the costs of the current reform with its dual-track system: 


Cost 1: The boom-and-bust economic cycle. When con- 
trols are tightened, life is snuffed out of the economy. 
When things are eased up, there is chaos. 

Cost 2: The loss of state properties. Rising corruption. 
Cost 3: Urban-rural gap widens. Inequitable distribu- 
tion. 

Cost 4: Financial disorder. The “bubble effect.” 


Look more closely, and you can find the fifth, sixth, 
seventh, eighth, and even twentieih costs. An article, 
perhaps even a tome, can be written on each one of them. 


There is probably not a single economist who believes 
reform comes without a price tag. There is probably 
nobody who fantasizes writing a cure-all prescription. 
We hope that in the future reform does not come with a 
price. Nevertheless, anybody remotely familiar with the 
theory and practice of the modern market economy 
knows that economic life characterized by arbitrariness, 
corruption, and disorder is not inherent in the market 
itself but is exactly the opposite. It is a sheer misunder- 
standing to think that a market economy is inevitably a 
filthy thing, “every pore oozing with blood from head to 
toe.” The reason is that at the heart of the modern 
market economy is rationality, including the rational 
activities of microeconomic organizations and the ratio- 
nalization and rationality of the social macro control 
mechanism and the legal framework. 


However, far removed the dual economic structure may 
be from the old order, if it fails to complete the transition 























JPRS-CAR-94-032 
17 May 1994 


to the market system based on the principle of ratio- 
nality, at best it becomes an embryonic but distorted 
version of a market economy. 


This is precisely why those clear-headed economists 
earnestly hope and strongly call for reform to be accel- 
erated and deepened across the board even as they praise 
the achievements of past reform without reservation. 


Some sharp words have been uttered. Dr. Du Runsheng 
[2629 3387 3932], the 80-year-old president of the China 
Land Institute, for instance, told reporters as early as last 
summer that we must start thinking about merging the 
two tracks of the dual-track system right now. Not that 
we do not need the dual-track system; in fact, it is 
essential. But there are two sides to everything in the 
world, even good things. Today we must accelerate the 
transition from the dual-track system to a market 
economy conscientiously and purposefully in accor- 
dance with a plan. Any more flip-flops and the masses 
will have little confidence in reform. 


Then, there is Fan Hengshan [5400 1854 1472], who has 
a doctorate in economics and works in the State Restruc- 
turing of the Economic System Commission. Not long 
ago he spoke to this reporter with the bluntness and 
intelligence of youth. “The negative effects of the con- 
flicts and loopholes of the dual-track system have now 
outweighed the positive results of reform. We have 
reached the ‘uppermost limit’ of tolerable reform costs. 
Whether or not we can swiftly go beyond the ‘uppermost 
limit’ has become a choice which we must make without 
delay and which will decide the success or failure of 
reform.” 


The “Decision” adopted by the 3d Plenum of the 14th 
CPC Central Committee and its annendices make up a 
lengthy document. In summing up the overall reform 
mission called for by the “Decision,” economists use a 
variety of terms: “‘dual-track coexistence,” “‘all-round 
coordinated reform,” “reform of key areas,” and “the 
macro policy environment necessary for the creation of a 
market economy.” Perhaps more than the stirring eulo- 
gistic language—“‘the great bridge,” “blueprint,” “call to 
arms’’—used by the press, it 1s these honest down- 
to-earth characterizations by the economists which can 
better help us understand the nature of the “Decision” 
and the arduousness of the reform facing us. The call to 
“speed up reform” was made with the mission in mind. 
Not for a moment can one interpret it as an ordinary 
exhortation. 


Well, then, should the new round of reform be the 
“storming of a fortified position’ or incremental 
reform? 


Some people look at it this way: Reform today still 
depends on a stable social environment. Thus the 
strategy of moving incrementally in general but going for 
breakthroughs at specific points should be continued. At 
the present stage, however, with its basic characteristic 
of “storming fortified positions,” an over-emphasis on 
incrementalism and stability may cause us to miss 
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opportunities and artificially lengthen the transitional 
period, ultimately making reform more risky and costly. 
We must zero in on the key links and grasp the favorable 
opportunity to achieve a breakthrough. 


Read the “Decision” more careiully and you will come 
across this line: “Push ahead on all fronts and go for 
breakthroughs where they really matter.” Now we know. 


Over-Heating or Over-Anxious? 


It was a drizzly evening soon after the closing of the 
plenary session of the CPC Central Committee. Inside 
the professors’ building, which is part of the faculty and 
staff quarters on the campus of Beijing Normal Univer- 
sity, Professor Wu Jinglian [0702 2417 8834] was at his 
desk revising the commentary he had written for ZHON- 
GHUA GONGSHANG SHIBAO. The title: “Take the 
First Step and Do It Right.” 


Wu Jinglian, currently a researcher with the State Coun- 
cil’s Development Studies Center, had just returned 
from South Korea four days earlier. As soon as he 
arrived back in Beijing, he telephoned Ding Wang [0002 
2598], editor-in-chief of ZHONGHUA GONGSHANG 
SHIBAO. Even when he was on the road, this economist, 
who cares for the nation and the people, was thinking 
how to take the critical first step after the ““Decision”™ 
was unveiled. 


The first thing that came to his mind was the economic 
climate. 


As he saw it, to ensure that reform measures already 
decided upon are implemented as planned, the foremost 
task is to continue to create a favorable economic 
climate and keep it that way, preventing the economy 
from overheating and inflation from coming back. Oth- 
erwise, the new reform may be derailed as soon as it 1s 
introduced and in the end we may, to our eternal regret, 
miss a splendid opportunity to push ahead with reform. 


These views were shared by a number of other econo- 
mists. 


Not long ago interested experts from the Chinese 
Academy of Science and the State Statistical Bureou 
jointly conducted a study to analyze the economic situ- 
ation and make projections. According to that study, the 
“soft-landing” of the economy in 1994 following the 
tightening of macroeconomic regulation and control in 
the summer of 1993 may produce any one of several 
possible outcomes: 


Outcome 1: The various regulatory and control measures 
are applied with the right degree of intensity and are 
coordinated from top to bottom, bringing the overheated 
economy under control. Inflation begins heading down- 
ward and the economic growth rate drops to 10 percent 
or so. Even in times of economic retrenchment, banking 
reform, fiscal reform, and tax reform are intensified, 
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nudging state enterprises to enter the market. After a 
smooth transition, the economy enters a prolonged 
period of steady growth. 


Outcome 2: Macroeconomic regulation and control goes 
a little too far. Excessive retrenchment decelerates the 
economy a tad too much, forcing the economy to “hard 
land.’ Although the scale of invesiment and price 
increases are reined in, we fail to shift the focus of 
regulation and control to adjusting the optimizing the 
structure. In the end, economic development suffers. 
Not only that, but the seeds of a new round of “‘over- 
heating” have been sown. 


Outcome 3: To avoid the disruptions of structural adjust- 
ment and yielding to pressure brought on by the string of 
problems resulting from decelerated economic growth, 
economic reform is stalled out. There is a lack of firm 
resolve in the face of a chorus of complaints from 
localities and enterprises. To stimulate an economic 
recovery, the government hastily adopts a liberal mone- 
tary policy, loosens its grip on the scale of investment, 
and boosts the money supply. The result 1s a premature 
expansion of the economy and the resumption of infla- 
tion, forcing the policymakers to readjust again by put- 
ting on the brakes. 


In their analysis the experts said that currently Outcome 
1 is the desired outcome, Outcome 2 will not materialize 
in the near future, and we need to be on guard against a 
premature rebound of the economy, which is the last 
outcome. 


Wu Jinglian also said, “The rate of economic growth is 
mevely the synergistic result of a variety of factors 
working together, such as institutions and policies that 
constrain economic growth, and not the cause of changes 
in economic development. In China, where idle 
resources available for retrospective investment are 
scarce, the rate of economic growth is directly propor- 
tional to the real gain in productivity. To avoid eco- 
nomic overheating, we should not use the economic 
growth rate as the central indicator to guide our work.” 


Wishes and expectations, however, are no substitute for 
reality. Professor Zhang Zhuoyuan [1728 0587 0337], 
director of the Finance and Trade Institute of the Chi- 
nese Academy of Social Sciences [CASS], said after 
taking a sober look at the state of the economy, “If the 
present trends are any indicator, there is little hope that 
Outcome One in the above analysis can be realized in 
1994. The likelihood of Outcome 2 materializing is also 
slim. In contrast, there is a good chance we may end up 
with Outcome 3: the economy taking off again without 
landing, finally leading to a hard-landing.”’ He added, 
“The most likely scenario is a cross between outcomes | 
and 3. If it turns out to bear a closer resemblance to | 
than 3, we should consider ourselves lucky.” 


Thus it is unlikely the new round of reform will be 
smooth sailing. 
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Needless to say, some economists reject the ‘‘overheat- 
ing” scenario. At Changchunyuan on the campus of 
Beijing University that same drizzly early-winter 
evening, Xiao Zhuoji [5618 3504 1015], a well-known 
economics professor, told this reporter unequivocally, 
“The fact of the matter is that we need not worry that the 
Chinese economy will overheat.” 


Professor Xiao Zhuoji argued that economic develop- 
ment in China is cyclical, with each cycle lasting seven 
years. For three and one-half years, we nave robust 
growth, followed by another three years and a half of 
adjustment. During the period of strong growth, the 
economy surges ahead at the rate of 13 to 14 percent, 
which is both inevitable and normal. When we analyze 
inflation, we need to look at the causes behind it. 
Inflation in China after 1993 has something to do with 
the lifting of price controls and the increase in the 
business tax, not the over-expansion of the money 
supply. Therefore, Xiao Zhuoji said, we should not 
exaggerate its danger. 


Xiao Zhuoji also produced some data showing that real 
household incomes outpaced inflation in the first half of 
1993, when urban and rural household incomes still rose 
12 percent and 4 percent, respectively, after adjusting for 
inflation. With income rising faster than inflation, the 
fear of some experts that “households may have unreai- 
istic expectations” 1s quite redundant. 


What then would be an appropriate rate of economic 
growth in 1994? In Professor Xiao Zhuoji’s opinion, not 
lower than 10 percent. 


Professor Xiao Zhuoji’s opinion has quite a large fol- 
lowing. His supporters say, “Don’t worry about slow 
growth. The worst thing is standing still. The Chinese 
economy used to follow a stop-go pattern. To date it is 
galloping along, and that 1s normal. Moreover, the very 
concept of ‘overheating’ is less than clear.” 


In any case, it is both good and normal for reform- 
minded economists in China to disagree among them- 
selves and debate with one another. All of them rightly 
wish to push ahead with the enterprise of economic 
reform in China. In the end, their arguments also will be 
tested in practice. 


Who Will “Weaken” Reform? 


Economists consider “overheating” in terms of its effects 
on the external environment for the next round of 
reform. But there is another concern, namely that reform 
would be “weakened” by purely internal human factors. 


Reform measures must be put into effect by human 
beings. The reform measures newly introduced by the 
CPC Central Committee directly involve a number of 
departments in charge of administration and manage- 
ment, the very same departments most deeply rooted in 
the old order. To ask these people to bid farewell to 
tradition and take the initiative to advance the re- 
invention of the economic system as well as the overhaul 
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of the functions of their units is no different from asking 
them to take up the scalpel to operate on themselves. 
How can we ensure that they will make the first cut? 


Fang Fenglei [2455 7364 7191], a young economist who 
is deputy director of the Investment and Market 
Research Institute under the Chinese Academy of Man- 
agement Science and currently managing director of the 
Hainan Sanya Yinjian Company, recenily convened and 
presided over an international conference in Shenzhen 
on banking reform. He summed up the upcoming mac- 
roeconomic reform in one sentence, “The difficulty lies 
in maintaining intensity and momentum.” 


Fang Fenglei said, “It must be admitted that reform has 
fallen behind badly in such key areas as banking, foreign 
exchange, finance, taxation, and foreign trade. The 
inertia of traditional forces is exceptionally powerful. 
How can we be sure that people who operated in accor- 
dance with standard procedures under the traditional 
system will now take the initiative to spearhead reform 
in their own units energetically? If the new reform is 
stalled out even before it is launched because of some 
human factors, the impact on the creation of a market 
economy as a whole would be enormous.” 


He agreed that we should certainly think strategically 
and phase in new reform measures gradually in stages. 
Be that as it may, the stress should be on the need to 
firmly implement the CPC Central Committee’s “Deci- 
sion” and prevent the departments involved from using 
all sorts of excuses to undermine the leadership’s resolve 
in the course of implementation, thereby weakening the 
new reform and precluding the realization of the reform 
demands already put forward. Alternatively they may 
keep dragging their feet in launching the new reform 
plan. In the end, the latter may never see the light of day. 


Of course, the danger of weakening reform comes not 
only from conservative-minded operatives but also from 
vested interests who have benefited enormously and 
tangibly from exploiting the loopholes of the dual-track 
system in the past decade and more of incremental 
reform. This is something the experts all agreed on. 


Just open any newspaper or glance at the television and 
you can get an idea. Since when has white-collar crime in 
China meant cases involving millions, even tens of 
millions, of yuan? Since when have white-collar crimi- 
nals in China been moving in and out of the country? 
Since when has white-collar crime spread all over the 
land, from north to south, from east to west, from Beijing 
to every province? It is impossible to uproot human 
greed, but what sort of external environment has given it 
such a hospitable breeding ground? Apart from those 
criminals who have committed the most flagrant crimes 
and been punished in accordance with the law, how 
many others have so far escaped the long arm of the law? 


Some of the data are shocking: 


—In 1987 alone, the price differential of all controlled 
commodities amounted to more than 130 billion 


ECONOMIC il 


yuan, the interest-on-funds differential totaled about 
20 billion yuan, and the foreign exchange price differ- 
ential amounted to 50 billion yuan, for a combined 
price differential society-wide of more than 200 bil- 
lion yuan. Since price differentials are on this mam- 
moth a scale and there are so many institutional 
loopholes, the exploiters reaped a windfall of a whop- 
ping 10 billion yuan even if they pocketed only 5 
percent of the differential income. 


—Investment loans totalled 2,200 billion yuan or so in 
1992. Because interest rates were so low and the 
demand for funds was so strong, private kickbacks 
accounted for 10 percent of that sum at least. Here 
alone we are looking at 220 billion yuan in hidden 
bribes. 


This is only the tip of the iceberg of economic opportu- 
nities available to the vested interests. 


Those who break the law are in the minority, but it is 
totally conceivable that all over China there are count- 
less people who have made a fortune legally or not 
illegally by taking advantage of a policy or a law, who 
started out with quite modest expectations but ended up 
making a killing anyway because the distorted market 
“favored” them, who got caught up in the real estate 
speculation fever or stock market fever and who always 
hope to reap a bonanza from the current dual-track 
system even thought they have not done so yet... 


Referring to this situation, Lin Yifu [2651 3015 1133), a 
Taiwanese who holds a Ph.D. in economics and has 
come to China from the University of Chicago, made the 
following comment: “Reform no doubt entails the 
reshuffle of the old pattern of vested interests. But 
because a new environment of competition has not come 
into being even as the old interest structure is being 
reformed and shaken up, and because not every indi- 
vidual or interest group has been put on a level playing 
field even as new profit-making opportunities are being 
created, public expectations of reform have been skewed. 
Some people expect too much, and if their expectations 
are not met completely, they become skeptical and 
hesitant about reform. Other social groups who don’t 
expect good things from reform may boycott a particular 
piece of reform. People in both groups may be tempted 
to think and act opportunistically and make a killing, 
rendering reform more difficult and risky.” 


The fact of the matter is that the new vested interests 
created in recent years are definitely not limited to a 
particular trade, profession, or unit. Nor do they form 
any clear-cut interest group. Also, not every person who 
forms part of the vested interests joins the forces con- 
sciously opposed to the continuation of reform. How- 
ever, it is a fact that vested interests are present from top 
to bottom, from the coast to the interior, to varying 
extents and in different forms. It is also a fact that vested 
interests not only exist in industry, commerce, and the 
agencies in charge of the economy, but have also spread 
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to other government departments, to judicial and polit- 
ical circles, to the world of letters. to the cultural and 
theoretical circles, and to the media. 


In his analysis of this situation, Wu Jinglian said that by 
providing spectacular opportunities for people who 
abuse their office for private gain or who take advantage 
of a malformed market to reap staggering profits, the 
prolonged existence of the dual-track system has enabled 
corrosive vested interests to grow. The vested interesis 
and their representatives, therefore, are not categorically 
opposed to reform, much less calling for a return to the 
old beaten path of the planned economy. On the other 
hand, pleased as they are with the dual-track system, 
they argue against abolishing administrative interven- 
tion and call on us to go slow with market regularization 
Since reform revolves around the creation of a market 
system for fair competition, these people instinctively 
take unkindly to and oppose such reform. 


This is precisely why, Professor Wu Jinglian reminds us, 
that the vested interests, which are extremely powerful, 
may work to distort the new round of reform while 
holding high the banner of reform so as to create new 
opportunities to “trade power for money,” “engage in 
insider trading,” and “play money games.” As a result, 
reform may become warped and distorted. in the end 
departing from the right course. As a matter of fact, 
similar things have happened many times in the course 
of reform in the past several years. 


In an analysis a year ago of the current situation tn 
China, Ji Si Dao, chief Beying correspondent for the 
NEW YORK TIMES, wrote, “Although things are going 
well now, it is hard to tell whether in the future China 
will become a dragon like Singapore or degenerate into 
yet another Latin American amoeba.” 


Look at the world around us and we can see that after 
World War Il a number of developing nations have 
fallen into the so-called ‘“‘Malthus trap” and exhrbit the 
“Latin American phenomenon.” In those countries, an 
embryonic market economy combined with administra- 
tive intervention and bureaucratic privilege to give rise 
to a bureaucratic elite composed of the rich and the 
powerful who owe their wealth to “rent-seeking activ1- 
ties.” The market economy was never developed fuils 
and in the end the economy suffered a disastrous decline. 


Reportedly a Beijing doctor normally with no interest in 
politics blurted out this biting epigram when faced with 
bureaucrats who spout fine-sounding slogans but in 
reality pervert justice for a bribe, “I see what you mean 
by socialist market economy. People who used to have 
power now have money as well... that is ‘socialist market 
economy.” As long as a theory remains empirically 
unverified, we can only make logical inferences. The 
socialist market economy will finally prove that this and 
other bitter sarcasms from the masses will not become a 


harsh reality. 


So far we can still congratulate ourselves on not missing 
the chance to effect the transition from the old system to 
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ihe new system smoothly. There is no reason to believe 
that resistance by the vested interests can really block 
our march toward a market economy. But think more 
carefully. The inertia bred by 15 years of incremental 
relorm 1s humongous. So there 1s indeed a possibility 
that the new round of reform may be weakened so much 
by human factors that it becomes deformed or stillborn. 


Come to think of 1t, clearly it 1s not because they have an 
identical power of visualization that almost all econo- 
musts invariably refer to the coming round of reform as a 
“battle to storm a heavily fortified position.” As we take 
the first step of reform in 1994, we should really inter- 
pret “storming a heavily fortified position” accurately as 
a scientific expression and not an example of poetic 
hyperbole. That way we will be more determined and 
firm in Our resolve, summoning up even greater intelli- 
gence and courage to face up to the new reform tasks. 


Fxploring Ideological Liberation, I: State Ownership 


After the “Decision” was made public, I talked to many 
scholars, experts, party and government cadres, and 
entrepreneurs. Their consensus: “It seems that the diffi- 
culties of implementing the ‘Decision’ cannot be under- 
estimated.” Dr. Fan Hengshan, in particular, hit the nail 
on the head when he said “I think the main problem 
ahead 1s not that we don’t have a well-defined reform 
philosophy, but that our thinking is not liberated.” 


ideological liberation is an old topic. Reformers harp 
back on it in the face of new reform tasks because they 
realize full well that the forces of traditional thinking cast 
a long shadow on the road to reform. 


Economists link the proposal of ideological liberation 
not only to the overall goal of reform as stated in the 
“Decision.” which 1s to create and perfect a market 
economy, but also directly to other more specific major 
issues, Which are of fundamental importance. 


[hree matters are particularly worthy of mentioning. 
One is public ownership, more specifically, the property 
rights of state enterprises. 


Some economists ask, “With economic reform having 
gone this far, what should we concentrate on now so that 
the new system can take center stage?” Among the many 
priorities, the foremost is the reform of the state enter- 
prise system. And it is the property rights issue that lies 
at the heart of the reform of the state enterprise system. 


At long last the “Decision” adopted by the latest plenary 
session puts forward a plan for a modern enterprise 
system and offers an innovative interpretation of the 
principle of upholding the predominance of public own- 
ership, thus highlighting the issue of modernizing public 
property rights. However, the fact of the matter is that 
the dominance of the traditional way of adhering to 
public ownership remains stubbornly enshrined both on 
a conceptual level and in practical terms. 
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China still had 13,600 large- and medium-sized state 
enterprises as of 1992 with a combined output value of 
1,350 billion yuan. Two-thirds of these enterprises are 
losing money, while the remainder is marginally profit- 
able. What are the negative effects of this situation on 
national economic development and on the overall drive 
to create a market economy? 


Fan Hengshan sums up the four characteristics of the 
existing way of sustaining public ownership: 


—Emphasis on form, not content or result. In other 
words, the only thing that matters is whether or not 
property rights belong to the state, not whether an 
enterprise 1s being operated in a way that preserves the 
value of public properties and adds to such value. 


—We are interested only in the overall size, never mind 
the actual results. That is, what concerns us is that the 
state economy accounts for over 51 percent of the 
overall economy, never mind whether or not it actu- 
ally plays a guiding and regularizing role in national 
economic life. 


—The emphasis is solely on state properties in the form 
of goods and materials, not state properties in the 
form of money. In other words, there is a belief that 
only state properties in tangible material form are real 
public properties. 


—There is a preoccupation with the static, with pre- 
serving what already exists, while little is done to 
encourage fluidity and value appreciation. The belief 
is that the only way to prevent state assets from being 
lost is to leave them alone. 


He calls this a passive way of maintaining public own- 
ership, the only consequence of which is to reduce 
existing state assets to an “empty shell” while weakening 
the ability to increase their volume. In the end, state 
assets will be lost in large quantities. 


After 15 years of reform, whither state enterprises? This 
has become a most thorny issue in the enterprise of 
reform as a whole. From the contract system of the 
mid-1980’s to the proposal put forward two years ago to 
transform the operating mechanism of enterprises, state 
enterprise reformers have experimented in all sorts of 
ways within the framework of delegating power and 
sharing profits with enterprises and localities. But they 
have yet to turn the state enterprises around. At the heart 
of their predicament is the failure to come to grips with 
property rights. 


The time has come, Fan Hengshan says, to clearly define 
property rights relations and thoroughly overhaul the 
fuzzy public ownership model in which “everybody is an 
owner but nobody is responsible.” As long as this issue is 
not resolved, the mission put forward by the “Decision” 
of creating a modern enterprise system will not be 
accomplished and the reform of large- and medium- 
sized state enterprises will only go around in circles. 
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Actually, it is not hard to come up with a coherent set of 
thinking on resolving the property rights issue. What is 
hard is liberating our thought, transcending the limits of 
traditional thought, and proceeding from the general 
goal of establishing a socialist market economy to under- 
stand public ownership and the nature of the property 
rights of state enterprises correctly. 


lt was the night before the closing of the 3d Plenary of 
the 14th CPC Central Committee. Yu Guangyuan [0060 
0342 6678], the philosopher and economist of the older 
generation, spent the evening writing a short article at his 
home in Beijing. He said, “I hope reform will become 
more radical. Not only deeper, but also faster.” He also 
believed now is the time to make a mighty effort to 
“wrestle with the reform of ownership structure.” 


Reform of the ownership structure—state enterprise 
property rights—the modern enterprise system, that is, 
the company system. If we conceptually shy away from 
this fundamental issue, how can we even begin to talk 
about moving forward? 


Exploring Ideolegical Liberation, II: From 
“Overtaking” to Practical 


There is another issue which is probably just as funda- 
mental: ““choosing a development strategy,” in the words 
of some economists. 


There is a small ordinary-looking building near Xihua- 
ngchenggen in Being. It is inside this unremarkable 
building that some economists seclude themselves in 
inconspicuous spots to study the mundane issues of 
agriculture. 


In fact, it is precisely here that a number of brilliant 
minds are watching China’s future economic develop- 
ment model from the perspective of agriculture and 
examining the theories of development. Bear in mind 
that there are | billion peasants in China and that to this 
day China remains an agricultural country. These econ- 
omists understand agriculture and hence China very 
well. 


Winter had arrived in Beijing; a cold front lingered in 
town for several days. Braving the snow and the wind, 
this reporter went to the small building to interview 
some of the experts there and ask them to analyze the 
difficulties that may be encountered after the “Decision” 
was introduced. 


It is clear what they think: To implement the “Decision,” 
we need to liberate our thinking as far as development 
strategy 1s concerned. 


Dr. Lin Yifu talked about this in considerable detail. 
This young economist, who once studied under The- 
odore Schultz, a Nobel Laureate, at the University of 
Chicago and is currently a researcher at the rural office 
of the State Council Development Studies Center, has 
been involved in development economics research for 
years. 
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Lin Yifu said, “The ‘Decision’ is a very good document, 
the most comprehensive since reform began. In its 
design of the macro policy environment, the ‘Decision’ is 
consistent with the premises of a market economy. 
However, if we, in implementing the document, still 
cling to old habits and ideologically favor the heavy- 
industry-first development strategy, it may be quite 
difficult to put the ‘Decision’ into effect.” 


The “Decision,” for instance, calls for establishing mar- 
kets for capital goods, allowing the market to set the 
prices of funds and raw materials, and decontrolling 
exchange rates. However, many industries will not make 
it if the dictates of the market are really followed in 
making choices. After decades of development, some 
industries now have existence potential, but a majority 
still don’t. For some industries whose development is 
considered critical, overly high interest rates would be 
intolerable. For other industries which need to import 
equipment from overseas, excessively high exchange 
rates would also be a big problem. To support these 
industries, should we continue a coordinated policy of a 
welfare nature? 


Hence the need to change our thinking about develop- 
ment strategy. In practical economic work, that means 
jettisoning the old “overtaking strategy” of emphasizing 
heavy industry and embark on the road of development 
that is suited to China’s conditions. Only thus can the 
various reforms proposed in the “Decision” be imple- 
mented. 


What kind of development strategic thinking, then, 
should China adopt? Lin Yifu’s answer: the comparative 
advantage strategy. 


The so-called comparative advantage strategy means 
fully exploiting the comparative economic advantage in 
product technology and industrial structure at every 
stage of economic development as a means of generating 
fast economic growth. There is a perfect fit between the 
comparative advantage strategy and the macro policy 
environment described in the “Decision” with its full- 
fledged market economy. For instance, since China has a 
huge population but is short on arable land and funds, it 
should work harder to develop labor-intensive enter- 
prises. Only by making full use of this comparative 
advantage—cheaper and internationally competitive 
products—can it accumulate funds fairly and swiftly. 
When it becomes capital-rich instead of fund-poor, 
China can then move onto the development of capital- 
intensive industries. 


Actually, the post-war economic history of a number of 
developing countries speaks volumes. 


The economies of India, the Philippines, and Argentina, 
have consistently been slow-growth economies. These 
countries have one thing in common: In hastening to 
overtake developed nations, they have overlooked their 
own comparative advantage; their sole preoccupation 
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was to develop a capital-intensive industrial system 
against a backdrop of fund shortages. The result: more 
haste, less speed. 


Although they started out at a lower level than many 
countries in South and Central America, countries and 
regions such as Taiwan, Hong Kong, South Korea, 
Singapore, and other latecomers like Thailand, Indo- 
nesia, and Malaysia either have taken off economically 
or are about to do so. These nations too have one thing 
in common: Following the principle of comparative 
advantage, they relied on labor-intensive or resource- 
intensive industries as the engine of economic growth 
and devoted themselves to developing an export- 
oriented economy. As a result, they accumulated a 
wealth of funds, making possible industrial upgrading. 


One other fact must be made clear: It is those very 
countries that made “overtaking” their goal with no 
regard to natural conditions that had no choice but to 
resori to anti-market policies and management systems. 
To rely on comparative advantage, which is more prag- 
matic, we must create a market environment that allows 
full competition. 


According to a number of young and middle-aged econ- 
omists, China did adopt a development strategy that 
favored the development of heavy industry in the early 
days of the PRC but rethought its priorities as early as 
the 1960’s, when the strategy of “agriculture, light 
industry, and heavy industry” was advanced. In the 
dozen years since reform went under way and the open 
policy was introduced, even less was ahead about giving 
heavy industry priority. In those same years, rapid gains 
were indeed made in agriculture and the textile and light 
industries. Even now, however, people have not risen 
above the mentality of “developing heavy industry first” 
as part of the guiding thought for economic work. This is 
actually at variance with the overall plan of creating a 
market economy put forward by the CPC Central Com- 
mittee in its “Decision.” Thus in thinking about the 
development strategy, we should liberate our thought 
even further. 


One other person has talked about using comparative 
advantage from yet another angle. He is Du Runsheng, 
who comes from an older generation of economists and 
is one of China’s most authoritative experts on rural 
issues. 


I went to interview Du Runsheng just as a debate was 
raging within the economics community on the relations 
between reform and development. Asked about this, old 
Du Runsheng said, ‘“‘Development and reform... Devel- 
opment is the right thing to do, but sometimes it should 
give way to reform. Development should slow down a 
little in some years if necessary.” Then he said something 
very meaningful, ““Some things both advance reform and 
speed up development. Given the situation in China 
today, we must come to grips with one thing, namely 
employment.” 
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In old Du Runsheng’s opinion, China’s ample manpower 
is both a burden and an opportunity. China should 
redouble its effort to develop enterprises which require 
little capital but provide lots of jobs, thus creating many 
employment opportunities. We should solve the problem 
of money-losing enterprises without delay and shift the 
resources to the development of enterprises that create 
many jobs. In the process we also put to use our 
comparative advantage. The employment issue lies at 
the very heart of the drive to change and develop 
Chinese society. 


While Du Runsheng did not expound on the theory of 
development strategy, it 1s clear he was on the same track 
as Lin Yifu and others. As China 1s perched on the 
threshold of a new round of reform, these economists’ 
original but pragmatic thinking should be an inspiration 
to us all. 


Exploring Ideological Liberation, III: “Weak Govern- 
ment?” “Strong Government?” 


Since last fall a young man and his idea have shaken up 
the economics community and caused a good deal of 
controversy. 


The scholar is none other than Dr. Hu Angang [5170 
7254 6921], a researcher with the state of the nation 
analysis group at the Chinese Academy of Sciences 
[CAS]. The idea is that the power of the Chinese Gov- 
ernment has been in decline steadily. 


For over two years Hu Angang and a Chinese scholar in 
the United States named Wang Shaoguang [3769 4801 
342] conducted a quantitative analysis and comparative 
study in the United States. In a report completed last 
May on the state of the nation, they argued that because 
of the diminished ability of the central government in 
recent years to raise revenue, the Chinese Government 
has become a “‘weak government” in name and in fact. 


These young men came back from the other shore and 
touched a raw nerve in China: What should be the 
relationship between the central government and local 
authorities? For a while the debate was most heated, 
with arguments and counter-arguments flying back and 
forth between their supporters and detractors. 


As the Year of the Rooster neared its end, the “Deci- 
sion” was published in pamphlet form and found its way 
onto our desks. This reporter sought out Hu Angang, 
who just returned from a trip to Australia. His frankness 
was a little startling. “I believe the major difficulty in 
reform next year will come from within the party, quite 
possibly strong opposition from local governments over 
some issues.” 


He described the “Decision” as immensely significant, a 
sign that China has now entered a stage where reform 
revolves around institutional innovation. However, the 
implementation of the “Decision” is fraught with risk. 
What is worrisome ts the introduction of the tax separa- 
tion system in 1994 under the “Decision.” Under that 
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system, localities would still hold their own as far as 
revenue is concerned, but the central government would 
have trouble collecting taxes. These days every province 
or region thinks in terms of local interests, rarely consid- 
ering the interests of the state or central government. It 1s 
like the social “beilun” in “Boyilun.” Here we have what 
they call a “dilemma” in the English language. The boat 
can take only 15 people. If there are 30 people all 
demanding to board it, the ship may well overturn. Thus 
it is an uphill struggle to put the “Decision” into effect. 
It is hard to predict what will happen next. 


In a large country like China, Hu Angang said, the 
relationship between the central government and local 
authorities has been a problem since time immemorial. 
This problem has never been satisfactorily resolved even 
after the PRC was founded. During the past 44 years, the 
fiscal system affecting both the center and the localities 
has been extensively revised 15 times, in addition to 
several minor adjustments. The relationship has never 
been institutionally regularized and hence stabilized. 
Certainly the principle has been to “let the two sides 
each do what they do best,” but there is still a lot of grey 
area, their respective jurisdictions having never been 
clearly delineated. Accordingly, the central-local rela- 
tionship should be written into law explicitly and in 
detail. 


Survey the world today and take a look at China itself. In 
Hu Angang’s opinion, what China needs is a strong 
central government based on the market economy. As he 
sees it, in the future China should follow neither a system 
of power sharing between the central and local govern- 
ments, nor a centralized system, but a mixture of the two 
which would wed the two principles of unity and plu- 
ralism. In this context, unity means there are uniform 
macroeconomic policies, primarily financial policies and 
fiscal policies. The central government should be the 
only player responsible for macroeconomic policy- 
making; local governments must be mere executors. 
Social security must be integrated, domestic markets, 
including the narkets for capital goods like funds an. 
manpower, must be unified. Standards of public service 
must be uniform, as must the tax system. 


Everything else is pluralistic. In a nutshell, local govern- 
ments can do anything not prohibited by the central 
government. The central government shall not exercise 
powers exclusive to local governments. Local govern- 
ments have the authority to oppose regulations and 
orders from the central government which are not con- 
sistent with the written constitution. 


‘This is the vertical checks and balances of power,” said 
Hu Angang. 


Does it therefore follow that it was a mistake for the 
central government to delegate power to the localities 
and let them share revenue in the past 15 years of reform 
and openness? That kind of conclusion is unwarranted, 
Hu Angang said, noting however that it is a fact that the 
contract system is no longer viable. He said, “The most 
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important thing about central-local relations is institu- 
tionalization and the most ideal form of such institution- 
alization is the tax separation system. Research shows 
that the existing financial contract system 1s un-modern, 
irregular, and unscientific. Its negative result is the 
current weak-center-strong-localities situation.” He 
added, “Ultimately reform should take us out of the 
traditional ‘power economy’ and ‘government economy 
framework. If all we do is to divvy up power between the 
central government and local governments level after 
level, that will do nothing to end the bloated bureaucracy 
at the local level performing an endless variety of things 
and directly intervening in economic life. That is a far 
cry from the basic requirements of a market economy.” 


China should swiftly introduce a full-fledged tax separa- 
tion system. That is Hu Angang’s proposal. 


Echoing Hu Angang’s support for the tax separation 
system and his call for an end to the “power economy,” 
a number of economists nevertheless disagree with some 
of his basic premises. One of them is Wu Mingyu [0702 
2494 3842], the well-known economist. 


At his home on Liulinguan Nanli in Beying, Wang 
Mingyu, currently deputy director of the Worldwatch 
Institute, produced about a dozen charts loaded with 
data and proceeded to explain his views me at length. 


He said, “‘First of all. China has been highly centralized 
for decades. During the past dozen years or so, the 
central government took pains to give additional power 
to local governments and went out of its way to cultivate 
their ability to make decisions on their own, with spec- 
tacular success. Without local initiative, the achieve- 
ments of reform and development over the past 10 years 
and more would not have come about and the brave new 
economic world with its special economic zones, devel- 
opment zones, and coastal open belt would not have 
materialized. None of that can be denied. Needless to 
say, it is absolutely not enough just to shift power onto 
local governments. Ultimately, we must transfer to 
enterprises such powers as properly belong to them. 
Having said that, removing to the localities some of the 
power that has hitherto been concentrated in the hands 
of the central government is without doubt a direct 
achievement of a decade of reform.” 


Furthermore, what do we mean by enhancing national 
power? National power must not be interpreted to mean 
only the fiscal power of the central government. What ts 
wrong with “storing wealth among the people?’ What is 
wrong with “storing wealth among the enterprises?” 
What is wrong with “storing wealth among the locali- 
ties?” Even before the Cultural Revolution, the Chinese 
economy grew as much as 6 percent a year, yet if we look 
at the chart for the 1952-1978 period, the line repre- 
senting the savings of the masses was virtually flat. By 
late 1978, their savings amounted to just 21 billion yuan, 
a mere 20 yuan per capita. These days public savings 
have been soaring, increasing 5O0-fold by 1992. In 
October 1993 personal savings stood at 1,400 billion 
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yuan. This is part of national power. Every form of 
economic strength is an expression of national power 
and government revenue represents only a small part of 
national income. In the past dozen years or so, has China 
become stronger as a nation? People at home and abroad 
would all answer in the affirmative. If China’s national 
power has really diminished, as indicated by the research 
of Dr. Hu Angang and others, how can we explain the 
exceptional attention Chairman Jiang Zemin received 
when he visited the United States as invited? 


Besides, the relationship between the central govern- 
ment and local governments is not exclusively fiscal. It 1s 
unscientific to just look at the share of revenue going into 
the national coffers and call it “weak.” In China, the 
central government is led by the CPC and based on 
longstanding unified party leadership. Local elections 
too must be approved by the central government. If some 
local authorities have too much power, the central gov- 
ernment can take it back right away if it wants to. To 
suggest that there 1s now a “feudal economy” in China 
would cause unnecessary jitters. 


The new round of reform today certainly includes some 
power adjustment between the central government and 
local authorities. In Wu Mingyu’s analysis, right now we 
must face up to four major issues: 


—Legislation must be drawn up to spell out the division 
of labor between the center and the localities. 


—Both the center and the localities must return power to 
enterprises, society, and intermediate organizations. 
Achieving this will be much more difficult than the 
transfer of power by the central government to the 
localities in the past 15 years. 


—Take pains to encourage local initiative even as steps 
are taken to augment the regulatory and control abil- 
ities of the center as appropriate. 


—Party-government relations at the local level should be 
further adjusted to ensure that policies and orders 
from Beijing are carried out. 


While revenue-sharing and the contract system, intro- 
duced during the decade of reform, have mobilized local 
initiative, thev have also bred local protectionism in 
some respects, to the detriment of the formation of a 
nationwide unified market. The time has now come for 
the contract system to give way to the tax separation 
system. This idea is not a major point of contention 
among the economists. However, in what way should the 
“tax separation system,” put forward in the “Decision,” 
be implemented? Hu Angang wants to see 11 carried out 
“thoroughly” and “as soon as possible,” but there 1s also 
a large number of scholars who advocate a more incre- 
mental approach. Wu Mingyu and others, for instance, 
propose a “win-win” strategy. 


As they see it. the tax separation system involves central 
taxes, local taxes, and shared taxes. In the initial period 
shared taxes must be handled cautiously, taking into 
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consideration the local interests formed during the past 
10 years and more. Certainly the status quo must not be 
maintained. When we talk about the risk of reform in the 
new year, this is probably what we mean. A most 
satisfactory solution is to make the pie bigger so that the 
center can take more as local revenue rises. thus gradu- 
ally increasing its revenue share. In the final analysis, of 
course, the goal is to increase the central government's 
revenue-enhancing ability. 


When it comes to the relationship between the two 
poles—the central government and locz! governments— 
in the reforni of 1994, some scholars are most meticulous 
thinkers. Besides the tax separation system, they say, 
other reforms would also disturb local interests. Nowa- 
days, for instance, specialized banks have all become 
commercialized banks, but they remain essentially 
branches of banks at higher levels. Should we allow and 
assist to localities establish local commercial banks, 
which is what Guangdong has been doing? In the months 
and years ahead, moreover, the creation of a futures 
market, the reform of the enterprise shareholdiig 
system, and the issue of shares must also be approved. In 
the absence of standardization, should we also take care 
to avoid the effects of the old planned economy when we 
go about selecting a site and allocating quotas? 


The fact of the matter is that reform is an adjustment of 
interests. And the new round of reform 1s precisely the 
rationalization of interests at a deeper level. In the 
course of this process, the horizontal and vertical con- 
flicts spawned by the old order for years and years would 
inevitably manifest themselves as a host of entangled 
problems. “Horizontally,” local protectionism is a cause 
of concern, while “vertically” traditional inertia. low 
efficiency, and rigidity are equally worrisome. Even 
more important, as organs of government, both the 
center and local governments are faced with the daunting 
job of transforming their functions in a fundamental 
way. 


Failing that, Chinese reform will unavoidably suffer 
major setbacks, go astray, or beat a retreat to the old 
path. 


The scholars disagreed on specific ideas and emphasis 
and argued among themselves heated!y, but they all said 
that this is closely related to the deepening of political 
reform. This is precisely what makes reform today such 
a herculean task. 


Ignorance Is Archenemy 


The last issue I posed to the interviewees was also the 
simplest: On the eve of the launching of reform in 1994, 
how many people in China really understand the CPC 
Central Committee’s “Decision?” 


As expected, the economists’ response was to shake their 
heads and sigh. Many pointed out grimly that studying 
modern economics has become something of critical 
urgency to the completion of reform. 
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Just think. Suppose we have liberated ourselves from all 
traditional ideological shackles. Suppose we are utterly 
devoted to the new round of reform sincerely and 
passionately. We still have to wrestle with one basic 
problem: understand the real implications of all the 
reform measures. 


In New York City, any teenager has a thorough under- 
Standing of things like credit card, shares, and commod- 
ities. Provided he is fairly intelligent and can write 
reasonably well, an American college graduate majoring 
in history can be a columnist for the Wali Street Journal 
effortlessly analyzing the stock market every day. What 
about China? All our direct experiences with the market 
are of the most elementary kind. All our education— 
never mind you went to a college or party school offering 
a solid education—consisted of ¢ Mitical economy that 
merely described the early phase of capitalism and 
taught you the socialist planned economy. Even among 
experts in economics theory, let alone rank-and-file 
party and government leading cadres, public employees, 
people in industry and commerce, or the media, how 
many have really mastered modern economics theories? 


Ignorance may well turn out to be the worst enemy of the 
new round of reform in China. This is because what we 
are about to embark on is no longer elementary reform 
based on intuition and common sense, but putting up an 
edifice of an economic system which 1s complex and 
elaborate. After four centuries of development, the 
market economy has become a most complicated, most 
intricate gigantic machine of resource allocation. Eco- 
nomics too has blossomed into a science with numerous 
branches. To understand the reform plan in its totality, 
to create an ideal environment for reform, to implement 
reform one practical step after another, and to overcome 
the barriers to reform, we really do need knowledge, 
basic knowledge pertaining to the theories of the modern 
market economy. 


Fang Fenglei, the young scholar, did not mince his 
words, “China has three kinds of illiterates: people who 
can't read or write, scientific illiterates, and economic 
illiterates. Economic illiterates present the biggest 
problem. A majority of the cadres at all levels, particu- 
larly leading cadres, who will actually be in the field 
carrying out reform, don’t know modern economics. 
This will create considerable difficulties for the imple- 
mentation of the ‘Decision.’ Today we must popularize 
the ABC of economics.” 


In the commentary he stayed up late to write for ZHON- 
GHUA GONGSHANG SHIBAO, Wu Jinglian made 
this appeal: “The time has now come for us to launch a 
study campaign among the cadres and masses, exhorting 
them to study the works of Deng Xiaoping and learn 
about the market economy. The market system, we often 
say, is the glorious achievement of the human civiliza- 
tion. And the best way to master this glorious achieve- 
ment in the shortest time possible is through theoretical 
study. Only by standing on the high plane of modern 
human civilization, it may be said, can we grasp tue 
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spiritual essence of the ‘Decision’ and establish a 
socialist market economy in China without delay.” 


Related to the problem of widespread ignorance is 
another regrettable fact: the shortage of experts in 
modern economics. 


A number of young scholars pointed out that when it 
comes to the promotion of cadres in recent years, not 
enough economists were given key positions. The break- 
down of expertise among leading cadres does not meet 
the requirements of building a modern market economy. 
Now we should truly put to good use this group of young 
talented people based on the actual needs of imple- 
menting the “Decision.” 


They also cited a suggestion by Gao Xiyun [7559 1585 
0971], a Taiwanese scholar who is now an economics 
professor at the University of Wisconsin. There are now 
50,000 mainland students studying in the United States, 
of whom at least 1,000 major in economics, including as 
many as 100 who have already earned their doctorates. 
China should do what Taiwan did back then, which was 
to attract the qualified personnel to come home. They 
may stay and work or they may be invited to come to 
China on short-term visit. These people would certainly 
make themselves very useful. 


Thus did China’s eminent economists think long and 
hard and talk at length on the eve of the launching of 
reform 1994. For the past several years these people 
worked hard to drum up support for reform, directly or 
indirectly participated in designing the overall economic 
reform plan, appreciated the real meaning of reform 
most deeply, and most ardently looked forward to the 
smooth sailing of reform. Faced with the risks and 
difficulties of a new round of reform, these people now 
earnestly point out the challenges that may lie ahead and 
suggest possible responses. 


Being clear thinkers, they said solemnly, “There is no 
romantic song in reform in 1994. The first step will be an 
uphill fight.” 


But who can say that as soldiers of reform they are not 
full of confidence and hope about success tomorrow? 


Statistics Bureau Economist Comments on Reforms 
94CE0432B Beyjing ZHONGGUO GUOQING GUOLI 
(CHINA NATIONAL CONDITIONS AND POWER 
MONTHLY) in Chinese No 1, 28 Jan 94 p-28 


{Article by reporter Ye Shuigiao (5509 3055 0829): 
“Quicken Tempo in Reform for Rapid Economic 
Growth in China for 1994, Forecast by Chief Economist 
of State Statistics Bureau Qiu Xiaohua (6726 2556 
5478)" 


[Text] The reform program and the national economy 
will be rapidly developed, and all benefits quickly dis- 
tributed. This will be the social and economic situation 
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in China during 1994. For the 1.2 billion Chinese people 
who expect a great deal from the reform program and 
wish to lead a comfortable life at an earlier date, the year 
of 1994 is full of hope as well as contradiction. This is the 
view expressed by the chief economist of the State 
Statistics Bureau, Comrade Pan Xiaohua when he was 
interviewed by our reporter. 


The contents of the reform program, announced at the 
end of 1993 and gradually put into practice from the 
beginning of this year, were quite rich. They involved 
banking, finance and taxation, planning, investment 
system, economic affairs and trade, pricing, marketing, 
social security, housing system, enterprise management 
and other spheres. The current task of reform will touch 
upon many areas in breadth and depth. It will be difficult 
to carry out the reform with the adequate momentum. 
Qiu Xiaohua believed that this year is a crucial year in 
which the reform program should be promoted in an 
overall manner and major breakthroughs be made. This 
year’s reform differs from the single-item reform project. 
It is an overall reform program aimed at storing heavily 
fortified points, he added. If we fail to foresee some 
problems on time, such problems may cause relatively 
big shocks in society and create negative effects on this 
year’s economy. If we are able to timely discuss and deal 
with these problems, and smoothly carry out the reform 
program, our national economy should witness a rapid 
growth rate of approximately 10 percent. 


Since China entered the year of rapid economic growth 
in 1992, it has maintained a high-speed growth rate of 
approximately 13 percent for two years running. This 
trend is rarely seen in the world history of economic 
development. It is similar to the speed attained by Japan 
and Korea during their economic leap-forward. Right 
now, except for some individual Latin American nations 
or Kuwait who is devoted in rebuilding the nation 
because of the Gulf War, most the nations in the world 
register an economic growth rate below 5 percent. There- 
fore, China’s strong momentum in economic develop- 
ment during the past two years has aroused world 
attention. China will definitely be able to keep this kind 
of momentum for a period of time to come. 


Qiu Xiaohua pointed out, China’s economy went 
through three stages in 1993—the stage of accelerated 
development during the first half of the year, the 
declining stage during the third quarter and the 
rebounding stage during the fourth quarter. According to 
an estimate, even if China’s economy rebounds at the 
beginning of 1994, it should not be excessively high, and 
even if it declines during that period, neither would be 
drastic. Fc ‘owing the relaxation of the macro-regulation 
and control, the economy will gradually pick up speed in 
developing itself. However, there will be some fluctua- 
tions. It is possible that this year we may achieve a high 
economic growth along with a high rate of price 
increases, if we take into consideration the after-effect of 
last year’s rate of price increases (rate of retail price 
increases approximately 13 percent) and the potential 
pressure from the cost-push inflation. The speed of 
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economic growth in 1994 may be slightly lower than that 
of the last year, and the commodity price maintained at 
last year’s level. If measures for exercising the macro- 
control are excessively harsh, they may affect the smooth 
implementation of a series of reform programs. There- 
fore, under the circumstances in which our economy 1s 
rapidly growing, and complicated changes in economic 
relations are taking place, how to control inflation, 
prevent the commodity price from rising too sharply and 
achieve the goal of quickening the tempo in carrying out 
reform is an issue that the leadership at all levels should 
closely watch, study and learn how to deal with. 


In answering questions from our reporter about the 
factors. both favorable and unfavorable to the healthy 
development of the economic situation in China this 
year, Qiu Xiaohua pointed out that there are mainly four 
favorable factors: 1) China is a large nation with a 
population of 1.2 billion. It provides a huge domestic 
market to help our economy grow rapidly. Therefore, 
from an overall point of view, there exists no question of 
insufficient effective demand. 2) The imbalance in 
China’s industrial structure and in its regional develop- 
ment helps create many more new realms of growth. It is 
important to eliminate the structural imbalance and help 
strengthen the weak links in order to support the rapidly 
developing economy. The backward areas must strive to 
change their outlook and catch up with the rest of the 
country. This constitutes another factor in promoting the 
economic growth of the entire nation. 3) With the new 
system replacing the old, the old system will soon disap- 
pear, and the new system will grow up. This procedure is 
conducive to emancipating and developing the produc- 
tive forces. This is a long-term factor, not a short-term 
one. 4) Opening up to the outside world is a basic state 
policy. Opening up means to join the world market and 
participate in international market competition. This 
itself provides China with a favorable condition to 
promote its own economic development on an even 
broader scale. 


There are two unfavorable factors: 1) Pressure from the 
inflation. After the macro-control was strengthened in 
1993, the commodity price was still quite high, although 
the rate of price increases started to level off. This was 
the third year in which prices had sharply increased. It 
would surely affect this year, and it cannot be eliminated 
within a short period. 2) Risks in carrying out reform. 
This year is a year in which we would quicken our tempo 
in promoting the reform program. Reform is a factor in 
supporting quick economic growth. At the same time, 
there is also the issue of cost and risk in carrying out 
reform. This issue is mainly manifested in the following 
aspects: On the one hand, the new round of reform 
differs in nature from the previous round of reform of 
expanding authority and transferring profits. The pre- 
vious round of reform had the nature of “giving some 
benefits to others.’ All sectors may see immediate ben- 
efits in the course of carrying out such reform. However, 
the new round of reform 1s mainly a macro-economic 
reform aimed at blazing a new trail by means of the 
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system. Within a short period of time. this round of 
reform would tend to increase the burdens of all sectors. 
In order to protect their vested interests, various sectors 
will hesitate to carry out such reform wholeheartedly. 
According to a survey conducted by us recently, various 
sectors are taking counter-measures to keep the losses of 
their vested benefits to the minimum. Therefore, we 
must fully realize the difficulties in carrying out this 
current round of reform and the side effects that we 
might feel. On the other hand, the new round of reform 
will be carried out at a time when the government 
functions have not yet been completely changed, and the 
government has not yet standardized all its actions 
taken. If the government fails to carry out its operations 
and supervise all the departments under its administra- 
tion in a proper way, some problems left by the old 
system may crop up once again. This is because efforts 
are being made to strengthen the role of the government 
at a time when the government performs its functions 
irrationally and lacks a good regular system. As a result, 
things that the government shouid not control are being 
controlled, while those that the government should 
strictly control are not controlled. As a result, the 
inherent vitality in economic life is destroyed by the 
government. Under the conditions of market economy, 
it is necessary to strengthen the macro-control. To exer- 
cise the macro-control is an important topic in devel- 
oping the economy and carrying out reform. However, if 
the principal body which exercises the macro-control 
performs its functions irrationally, it may create many 
negatives effects. This is something which merits our 
attention. 


PROVINCIAL 


Reportage on Shanghai's Pilot Shareholding 
System 


94CE0331A Chongqing GAIGE [REFORM] in Chinese 
No 1, 20 Jan 94 pp 63-67 


[Article by Yu Houkang (0151 0624 1660) and Wang 
Jianhua (3769 1696 5478): “A Survey of Shanghai's 
Commercial Enterprises Piloting the Shareholding 
System”’] 


[Excerpt] In view of the importance of standardizing the 
state’s equity management to the perfection of the pilot 
shareholding system, last June, we conducted a survey of 
Shanghai Municipality's commercial enterprises piloting 
the shareholding system. The following 1s our report: 


I. Development of Shanghai's Commercial Shareholding 
Enterprises 


Shanghai is one of the cities with the largest number of 
enterprises piloting the shareholding system. At the end 
of May 1993, it had 63 shareholding enterprises, with 
12.66 billion yuan in share capital. Of that, 13 were 
commercial shareholding enterprises, with 914 million 
yuan in share capital; they accounted for 20.6 percent 
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and 7.2 percent of the municipality’s total number of 
shareholding enterprises and total share capital, respec- 
tively. 


The development of Shanghai's pilot commercial share- 
holding enterprises can be divided into three stages: 
1987-1990 marked the first stage. Yuyuan Shopping 
Mall Shareholding Co. Ltd. and New World Share- 
holding Trading Co. Ltd. were the municipality's first 
experimental points. Constrained by the internal and 
external conditions, besides converting the original 
assets into shares, Yuyuan only absorbed 1.3 million 
yuan in personal shares and New World absorbed only 
390,000 yuan 1n legal person shares. The two enterprises 
only had 6.5 million and 6.94 million yuan, respectively, 
in share capital. Because of the lack of relevant policies 
and laws and regulations, there were many conflicts 
between the shareholding system and the original 
system, and adding the fact that people had different 
ideas about the system and because of inappropriate 
administrative intervention, 1t made the pilot project 
even more difficult, and for some time, no progress was 
made. The second stage began toward the end of 1990 
and lasted until the first half of 1992. During this period, 
the State Council officially allowed Shanghai to pilot the 
system of issuing shares to the general public. China’s 
first securities exchange opened in Shanghai. The munic- 
ipal government introduced a series of policies and laws 
and regulations pertaining to the pilot shareholding 
system. In particular, Comrade Deng Xioaping’s speech 
delivered during his South China tour further increased 
the people's consciousness about speeding up the reform. 
In the first six months of 1992, development began to 
gather momentum. Some large- and medium-sized com- 
mercial enterprises began to link the shareholding 
system to the vitalization of Shanghai's businesses and 
the goal of developing greai circulation, big markets, and 
big business. The nation’s two largest departments 
stores—Shanghai Number One Department Store and 
Shanghai Hualian Business Building—and the munici- 
pality’s largest food store—Shanghai Number One Food 
Stores—proceeded to restructure their enterprises under 
the shareholding system. Yuyuan Shopping Mall Share- 
holding Co. Ltd. and 15 enterprises initiated a reorgani- 
zation and set up the Yuyuan Tourist City Shareholding 
Company, Ltd. In March and April of 1992, New World 
Trading Company, Ltd. took over five small state-owned 
shops as determined by the district business commission 
and, upon expanding the scope of state-owned asseis, 
successfully went public with their stock. In the first half 
of 1992, the municipal commercial system set up eight 
public-offering companies. They had total share capital 
of 487 million yuan and raised more than 1.6 billion 
yuan by issuing shares at a premium. The third stage 
began in the second half of 1992. After the State Restruc- 
turing of the Economic System Commission and other 
relevant departments promulgated a dozen or so laws 
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and regulations pertaining to the shareholding experi- 
mental points, the pilot project’s external conditions 
were further improved. In the first half of 1993, the 
municipal commercial system set up another five direc- 
tional capital raising companies, among them, New Asia 
(Group) Shareholding Company, Ltd. had as much as 
230 million yuan in share capital and was Shanghai's 
largest commercial shareholding enterprise. Because of 
the strong guiding role of the policies and laws and 
regulations, the organization and development of new 
shareholding enterprises took another big step toward 
standardization. 


Facts show that Shanghai’s pilot commercial share- 
holding enterprises have produced clear results. The 
pilot enterprises have the initial mechanisms to make 
autonomous management decisions and take care of 
their own profits and losses, and they have quickened the 
pace of self-improvement and self-development. Enter- 
prises sold shares and used the funds they raised first to 
transform and expand their original operating facilities 
and build new business outlets. They actively opened up 
new management territories and vigorously developed 
the export-oriented economy and in turn greatly 
increased their ability to compete in the market. They 
have had good economic results. If we look at enter- 
prises’ realized profits, from 1987 when Yuyuan Shop- 
ping Mall became a limited liability company until 1991, 
in four years’ time, its profit had increased at an annual 
rate of 18 percent, and after reorganizing, its average 
profit increased 1.2 fold in 1992 and another 1.2 fold in 
the first six months of 1993 compared to the same period 
a year earlier. Number One Department Store and 
Hualian Business Building which converted to the share- 
holding system in 1992 saw their profits grow 23 percent 
that year compared to the previous year and another 51 
percent and 68 percent, respectively, in the first half of 
1993 compared to the same period a year earlier. Cur- 
rently, six of the municipality's commercial shareholding 
companies are listed in the market. Their very promising 
future has attracted many investors. 


II. Current Conditions of the State’s Equity 
Management in Shanghai's Shareholding Commercial 
Enterprises 


Of Shanghai's 63 shareholding enterprises, 37 were orig- 
inally state-owned enterprises. The original state proper- 
ties were converted to state-owned shares 1n the share- 
holding enterprises. The state owns 7.65 billion yuan’s 
worth of stocks in the 37 enterprises, accounting for 70 
percent of the share capital. 


Of the 13 commercial shareholding enterprises, 10 have 
state-owned stocks, and we looked into eight of those 
enterprises. The state owns 342 million yuan worth of 
shares in these eight enterprises, accounting for 49.9 
percent of their share capital. Specifically: 
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Enterprise Name Share Capital (in Percentage of State- Organ Representing State Individual Representing State 
million yuan) Owned Shares Shares Shares 
Number One Department 121.086 56.2 Municipal Number One Bus.- deputy director, Municipal 
Store Shareholding Co. Ltd. ness Administration, Munic- Number One Business 
ipal Administration of State Administration; cadres, 
Properties Municipal Administration of 
State Properties 
Hualian Business Building 81.526 44.8 Municipal Number One Busi- general manager of the orig- 
Shareholding Co. Ltd. ness Administration, Munic- inal enterprise, cadres, Munic- 
ipal Administration of State ipal Administration of State 
Properties Properties 
Yuyuan Tourist Shopping 112.904 14.3 district government, District deputy district director 
City Shareholding Co. Ltd. Administration of State Prop- 
erties 
Number One Food Stores 28.387 34.1 Municipal Number Two Busi- general manager of the orig- 
Shareholding Co. Ltd. ness Administration, Munic- inal enterprise; cadres, Munic- 
ipal Administration of State ipal Administration of State 
Properties Properties 
New World Shareholding 1S 54.7 district business commission, original district department 
Trading Co. Ltd. District Administration of store manager; cadres, District 
State Properties Administration of State Prop- 
erties 
Xinya (Group) Shareholding q 235.642 69.4 Municipal financial office, original municipal financial 
Co. Ltd. Municipal Administration of office director 
State Properties 
Buyecheng Shareholding Co. 60 47.8 district government, District original deputy director of the 
Ltd. Administration of State Prop- Administration; cadres, Dis- 
erties trict Administration of State 
Properties 
Kaikai Real Estate 30.703 36.5 district financial office, Dis- original enterprise general 
Shareholding Co. Ltd. trict Administration of State manager 
Properties 
Total 685.248 49.9 

















Below we will look at the state’s equity management 
from three different perspectives: 


1. Setup of the State’s Equity Management 


In the process of reorganizing state-owned enterprises 
into shareholding enterprises, to protect the legal rights 
and privileges of state properties, the Municipal Admin- 
istration of State Properties was put in charge of auditing 
the assessment of state properties to verify the assessed 
value of state properties and the number of state shares 
upon converting the assets to share capital. This was the 
basic task of state equity management. Prior to 1991, 
however, Shanghai did not have a specialized depart- 
ment to manage state properties, and therefore basically 
no one was looking after the state-owned shares in the 
shareholding enterprises. Yuyuan and New World, the 
two shareholding companies set up between 1987 and 
1988, did not have their properties appraised properly 
during reorganization and only converted the book value 
of the state properties into state shares. Since the actual 
value of the state properties was higher than their book 
value, and since other shareholders had purchased shares 
based on face value, the state shares were compromised. 
In the first six months of 1992, these two shareholding 
companies underwent reorganization and three other 
state-owned enterprises—Number One Department 
Store, Hualian Business Building, and Number One 
Food Stores—also converted to the shareholding system. 


All five enterprises followed policies effective at that 
time to entrust specialized organs to appraise their 
assets. The assessed net asset values were all higher than 
the book value. The assessed net asset values of the two 
original shareholding companies were 39 percent and 33 
percent, respectively, higher, and the other three state- 
owned enterprises’ assets had appreciated 143 percent, 
176 percent, and 71 percent respectively. Amid the 
assessed net asset value, the value of the intangible assets 
has appreciated the most, but the book value of the 
original enterprises’ properties did not include intangible 
assets. The three state-owned enterprises’ assessed net 
assets became the state’s share capital and added to the 
shareholding companies’ assets, but the state share cap- 
ital was still based on the original book value of the 
assets, and the added value of the assessed net assets was 
used only as one of the bases for determining the price 
premium when issuing stocks. Enterprises did not read- 
just the book value, nor did they record the added net 
asset value in the capital accumulation fund. Only one 
enterprise readjusted the book value of the tangible 
assets and recorded that in the capital accumulation 
fund; however, intangible assets were still left out of the 
books. The above situation means the value of the state 
properties put into the shareholding companies is never 
fully recognized; the appreciated value of the state prop- 
erties after the appraisal becomes the shareholding com- 
panies’ unlisted assets. Similar problems also cropped up 
during the reorganization of Yuyuan and New World in 
1992. 
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When appraising and converting state properties in the 
course of setting up the three directional fund-raising 
companies in 1993, a new way of handling the financial 
issues had already been implemented: book value was 
readjusted according to the appraised value of the net 
assets. Among the net assets, the added values of the 
negotiable securities, long-term investments, and intan- 
gible assets were recorded in the capital accumulation 
fund; the remaining net assets were converted to state- 
owned share capital. The converted net assets as a 
percentage of all net assets were used as one of the bases 
for determining the price premium when issuing shares. 
This ts a fairly standard approach. However, problems 
left behind by the way the five companies that went 
public in 1992 appraised and converted their original 
assets have yet to be addressed. 


2. Exercising the State’s Equity Rights 


This includes selecting representative for the state's 
equities, fulfilling the responsibilities, and restructuring 
the state’s equity rights. Currently, the only organs 
representing the state’s equity shares in Shanghai's 
shareholding companies are the original enterprise man- 
agement departments and the administrations of state 
properties at the corresponding levels. The department 
in charge of enterprises has substantial power in deciding 
who represents the state’s equity interests. It may consult 
the administrations of state properties or act indepen- 
dently on its own authority to choose the representatives. 
Some shareholding enterprises have one person assigned 
by the department in charge of enterprises and one by 
the administration of state properties to represent the 
State’s interests, but the person assigned by the depart- 
ment in charge of enterprises is always the first represen- 
tative who also serves as the company’s board chairman. 
This 1n fact follows the old state-owned enterprise cadre 
management system. The department in charge only 
assigns someone to represent the state’s equity interests 
aS a means to control enterprises and does not actually 
exercise control over the equities, and as a result, a set of 
management systems necessary to make sure that the 
representatives are fulfilling their responsibilities—such 
as the systems of equity representative's work report and 
of supervision, examination, rewards and penalties— 
was never formulated. Moreover, some government offi- 
cials serving on enterprises’ boards of directors have 
created a new mechanism of commingling government 
and enterprises, which hampers the change in govern- 
ment functions and obstructs fair competition among 
enterprises. 


Another problem in the exercise of state equity rights 1s 
that state shares cannot be traded in the market. This 
method of freezing the state’s equities hampers the 
readjustment of the industrial structure and makes it 
impossible for the state shareholders to make a profit by 
buying low and selling high. 


3. Management of the State's Equity Profits 


According to current policies and laws and regulations, the 
municipal and district administrations of state properties 
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should collect share dividends from the shareholding 
enterprises based on the number of state-owned shares. On 
the other hand, share dividends collected must be put into 
the municipality’s and districts’ separate budgets; how- 
ever, the administrations of state properties acting as state 
shareholders have no independent right to determine the 
use of the share dividends, and in addition, neither the 
state shares nor the share income are transferrable, and 
therefore the administrations of state properties cannot 
reinvest and cannot generate a benign cycle of “input— 
output—reinvest,” which seriously limit the propagation 
of state assets in shareholding enterprises. In June 1963 
Number One Department Store decided to increase capital 
and bonus shares. Each bonus share was priced at six yuan, 
2.9 yuan below the IPO price. Because the Municipal 
Administration of State Properties had no money to rein- 
vest, it had to give up its right to buy additional shares, and 
as a result, the state’s interest in the company fell by 10 
percentage points, bringing losses to the state as share- 
holder. [passage omitted] 


FINANCE, BANKING 


Foreign Banks Hail New Regulations on 
Institutions 


94CE0416A Beijing GUOJI SHANGBAO in Chinese 
13 Mar 94 p 1 


{Under general heading ‘“Foreign-Financed Banking 
Institutions in China (Part 1)” special article by own 
correspondent Jin Jianhang (6855 1696 2635): “Ways 
Open for Foreign-Financed Banks To Enter China—Not 
Yet Free for RMB Business”’] 


[Text] How many branches in China are foreign- 
financed banks? 


According to official figures, foreign-financed banks 
have started up almost 100 business organizations in 
China. 


At the same time, there are almost 100 foreign-financed 
banks that have opened own offices in China. 


How, then, is China controlling this situation? Recently, 
the State Council promulgated “Regulations for the 
Administrative Control of Foreign-Financed Banking 
Organizations,” which are in force since | Apnl. Some 
representatives of foreign-financed banks stationed in 
Beijing voiced their opinions to reporters on such ques- 
tions as the competition between foreign and Chinese 
banks, business in RMB, etc. 


Another Step Forward in a Systematic Progress 


Since the early years of the 1980's, China has admitted 
foreign-financed banking institutions, and for their 
administrative control has applied the regulations on 
special economic zones, and the Shanghai regulations for 
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the administrative control of foreign-financed banking 
institutions. Now, the State Council has promulgated 
control regulations that have nationwide validity, and 
this event has generally been welcomed by all foreign- 
financed banking institutions. 


Ms. Rong Fenge [2837 7685 1230], chief Beijing repre- 
sentative of the Nanyang Commercial Bank, expressed 
the opinion that the promulgation of these regulations 
has newly provided rules that give guidance, and have 
enhanced clarity, be it regarding the state’s administra- 
tive control or regarding procedures to be followed by 
foreign-invested banks that intend to enter the Chinese 
market. 


Mr. Guo Zhonghua [6753 0112 5478], chief Beijing 
representative of the Royal Commercial Bank of Canada 
said, this is another step forward in the systematic 
progress of China’s reform of the banking system. 
Methods of operations on China’s financial market have 
become more and more standardized and mature. He 
said, although China’s financial market is rapidly 
becoming internationalized and increasingly open, the 
said regulations prescribe that foreign-financed banks 
that intend to establish business agencies in China are 
required to have had representative organizations for 
two or more years. When applying for permission to 
establish a bank branch, the applicant's total assets must 
be no less than $20 billion. These regulations restrict 
short-term operations by foreign-financed banking insti- 
tutions, and reduce the chances to nil for smaller banks 
to come to China for risky speculat’ ve operations. China, 
in this way, achieved one objective in connection with 
the entry of foreign-financed banking institutions: lots 
and lots of capital, less and less risk. 


No Possibility for a Few Firms to Constitute a 
Monopoly 


It was still a unique affair in 1981 when the Nanyang 
Commercial Bank established the first foreign-financed 
bank branch in the Shenzhen SEZ, but today China has 
welcomed in a virtual flood of foreign-financed banks, it 
is like the “hundreds of flowers in spring vying with each 
other.” According to statistics of the People’s Benk of 
China, up to the end of 1993, banking organizations 
from 15 countries and territories have established 98 
business agencies in China. They are mostly concen- 
trated in such places as Shanghai, Shenzhen, Xiamen, 
Guangzhou, and Dalian. 


Competition between foreign-financed banks is 
unavoidable. On this point the chief Beijing representa- 
tive of the Bank of Tokyo, Mr. Isao Okubo, has a deep 
understanding. When the news spread in Beijing, in the 
middle week of February, that 2 to 3 foreign-financed 
banks will open offices, Mr. Takagaki, the president of 
the Bank of Tokyo—the bank had been first in setting up 
an agency in Beijing—flew into Beijing. He called on 
leaders in the Beijing Municipality and in the People’s 
Bank of China and renewed his request to open a branch 
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bank. There were 40, 50 other foreign-financed banks 
that equally intended to open branches in Beijing. 


At present, the bank that has most business in China is 
the Chartered Bank. Its Beijing representative, Mr. Bai 
Lian [4101 4409 1344], revealed that the Chartered 
Bank had already opened seven branches, in Shanghai, 
Shenzhen, Zhuhai, Nanjing, Tianjin, and Haikou, and 
had opened representative offices in another seven 
places, in Dalian, Beijing, Ningbo, Hangzhou, Guang- 
zhou, Nanjing, and Qingdao. Bai Lian said that the 
Chartered Bank will in the future open up in a few more 
places. 


The First National City Bank of New York, also not to be 
left behind, is about to transfer its China head office 
from Hong Kong to Shanghai. 


These “roots” of foreign-financed banks seem to show 
no fear of competition in the market economy. 


Ms. Rong Fenge expressed optimism when she said, 
because each bank has its own clientele, each has its own 
particular work sphere. At present, business in China 
would essentiaily require to open one branch bank in 
every place, so that the situation of several banks 
forming a monopoly will not arise, as it will rather be a 
competition in coexistence. 


Trading in RMB is a Slow Train Affair 


In the said regulations there are ten paragraphs listing 
operations allowed to foreign-financed banks. Most 
reason for concern is the last paragraph: “approval for 
trading in local currency.” 


During his interview with a Reuters correspondent on 26 
February, Zhou Zhengging [0719 2973 1987], a vice 
president of the People’s Bank of China, said, conditions 
are not yet ripe io allow foreign-financed banks to do 
business in RMB in the interior of China. However, he 
indicated at the same time that conditions will be ripe 
when three preconditions will be fulfilled: 


1) taxes and levies will be equal for Chinese and foreign 
banks, and their burdens will in this respect be identical; 
2) the system of commercial banks will have been 
perfected; 3) financial laws and regulations, such as a 
“Law Governing Commercial Banks,” will be in place. 


Most foreign-financed banking institutions have 
accepted the concept that for them “in the matter of 
business activities in RMB, there is nothing else to do 
but to wait patiently.” The difference is that they believe 
that the crucial point in the matter of freeing RMB 
transactions is raising the competitiveness of the 
domestic Chinese-financed banks. 


Chinese-financed Banks Must Gain Strength 


In comparison with the Chinese-financed banks, the 
foreign-financed banks have five great advantages: 
Abundant strength, diversity of banking procedures, a 
broad information network, and perfect credit facilities 
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that make for low banking costs; A wealth of expert 
personnel well versed in international banking practices 
and highly efficient in their performance; Structural 
elasticity that allows full use of methods of price compe- 
tition, combined with complete sets of advanced equip- 
ment. The Chinese banks are evidently lagging behind in 
efficiency, attitudes, and quality of service. 


At present, Chinese and foreign banks are “in a fight at 
close quarters” in handling settlements and documen- 
tary bills in the import-export trade where risks are sinall 
and profits large, and in some areas the foreign-financed 
banks have gained the upper hand. According to statis- 
tics, import-export trade settlements through foreign- 
financed banks in Shanghai in 1992 accounted for one- 
fourth of the whole amount done in that city. 


Mr. Okubo, who had been concerned with this question 
all along, expressed: The “Regulations” that allow entry 
of foreign banks into the Chinese market constitute an 
external pressure on the Chinese banks to enhance their 
competitive strength. However, the actual work that still 
has to be done is to deepen the reform of the Chinese 
banks in the interior, get them become commercial 
banks, become international banks. When that will have 
been achieved, the ideal state will have been reached in 
that there will be no difference in business operations 
between foreign-financed and Chinese-financed banks. 


Reform of Foreign Exchange, Banking Systems 


94CE0449A Beijing JINRONG SHIBAO in Chinese 
21 Mar 93 p 3 


[Article by Chen Caihong (7115 1752 4767), deputy 
chief representative of the Seoul Representative Office, 
Chinese People’s Construction Bank: “Reform of For- 
eign Exchange Control System; Adjustment of Banking 
System’’] 


[Text] The core of the reform of the foreign exchange 
control system may be summarized as follows: “One 
passageway, one exchange rate, and one market.” This 
“three one’s” reform will have a major effect on the 
central banks’ monetary policy and on the operation of 
foreign exchange-assigned banks. 


First, speaking of the central banks, because all foreign 
exchange income within the boundaries of China must 
be sold to foreign exchange-assigned banks, which, 
besides maintaining a certain foreign exchange circu- 
lating fund, must sell the surplus, if the foreign exchange 
taken in by the foreign exchange-assigned banks exceed 
the highest limit of the circulating fund, that foreign 
exchange must be sold to the central banks. Thus, under 
the past system, out of the foreign exchange held by each 
credit bank a very large part will eventually be put into 
the central banks, so obviously there will be ar increase 
in the amount of foreign currency held by the central 
banks, a situation that will certainly have an effect on the 
central banks’ monetary policy. Viewed from the angle of 
currency and banking theory, when foreign currency is 
held in different banks it will have a completely different 
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effect; the funds held and used by the central banks are 
the basic currency to hold and use, and the funds held 
and used by credit banks are the gradually expanding 
currency to hold and use. On this point, the central 
banks’ monetary policy must be appropriately consid- 
ered and adjusted. 


Next, because the amount of foreign exchange held by 
the central banks increases, the efficiency of, and 
restraint on, the use of foreign exchange funds has 
become a major issue that the central banks must con- 
sider, and issue in which what is most important is the 
question of the structure of foreign exchange assets as 
well as investment and speculation with foreign 
exchange funds. This means that the central banks must 
increase its “business-type” operations with foreign 
exchange funds, doing business on the international 
currency market and gaining economic returns from the 
use of foreign currency. 


Finally, the foreign exchange transaction market 
between banks needs to be specially managed by the 
central banks with regard to the following points: First. 
how to determine well the size of each bank’s foreign 
exchange circulating fund; second, how to intervene and 
control the application of foreign exchange funds to 
market prices; and third, what measures to use in control 
and regulation—all these problems need to be conscien- 
tiously studied and solved. From a look at the reform 
plan that has appeared, one sees that that this is a limited 
foreign exchange transaction market, and that the central 
banks try, through managing the foriegn exchange 
market between control banks, to regulate and control 
the rate of all foreign exchange. However, whether to use 
exchange rate measures to regulate, or to use changes in 
the supply and demand to regulate, is a question that 
requires study and finding out which is best. 


With regard to foreign exchange-assigned banks, the 
reform plan that has appeared shrinks the foreign 
exchange deposit business to the smallest possible size: 
Only enterprises and individuals carrying the smallest 
amount of foreign exchange will make foreign exchange 
deposits. Correspondingly, the foreign exchange loan 
business of foreign exchange-assigned banks will be 
almost completely eliminated, and there will also be a 
necessity for the existence of a foreign exchange fund for 
the capital formed by the banks that had made foreign 
exchange loans. 


Second, the foreign exchange-assigned banks’ income 
from doing business in foreign exchange will only be the 
price differential of foreign exchange in over-the-counter 
business and the difference between “buying low and 
selling high’’ on the foreign exchange transaction market 
between banks, as well as the profit from the banks’ own 
regulation of the structure of foreign exchange assets. 
Because the customer can use foreign exchange to buy 
directly corresponding “hard currency” at a foreign 
exchange-assigned bank, he no longer will need to have 
the bank buy and sell foreign exchange for him, and the 
bank will itself bear the risk in the aspect of the structure 
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of foreign exchange assets. Viewed from this angle, we 
see that the foreign exchange-assigned banks are being 
pushed toward the market, where its risks in doing 
business will increase. 


Third, investment abroad by a foreign exchange- 
assigned bank entails a two-way restriction. Under the 
old system, with the approval of the investment abroad 
by a central bank, the foreign exchange-assigned bank 
could use its own foreign exchange capital, or directly 
use its own Renminbi funds, to buy foreign exchange for 
investment abroad. Under the new system, the invest- 
ment plan of a foreign exchange-assigned bank must be 
approved by a central bank, and also the sources of the 
foreign exchange funds to be invested are required to 
have a central bank undertake to sell them before they 
can be formed; this selling of foreign exchange by the 
central banks touches on many aspects in regulating the 
foreign exchange market and in implementing the mon- 
etary policy. Therefore, the two-way restriction on the 
plan and the foreign exchange structure increases some 
systemic restraints on foreign investment by foreign 
exchange-assigned banks. 


At present, to link up with the world economy, the 
renminbi must as early as possible take the path of an 
exchange rate and in the end become a freely convertible 
currency, and China’s foreign exchange control system 
must be correspondingly reformed. Today, the plan for 
reform of the the foreign exchange control system that 
we are promoting is essentially the choice to put into 
practice the socialist market economy. We should adapt 
to this choice, adjusting China’s banking system and 
institutions, and ensuring that the course of China’s 
overall reform is not adversely affected. 


This reform will add to the central banks’ tasks in the 
aspect of monetary policy, but it will also provide the 
central banks with fairly appropriate means to solve 
difficult problems. This is only the nature of the foreign 
currency market, and the central banks should pay more 
attention to the influence and effect on monetary policy 
exerted by the foreign exchange transaction market 
between banks, and with relative flexibility use foreign 
exchange measures to regulate the foreign exchange 
transaction market and achieve relatively stable 
exchange rate prices. At the same time, the central banks’ 
public market business should, as fast as possible, be put 
into substantive operation, in order to ensure an appro- 
priate measure of currency supply, to prevent too-large 
fluctuations in currency supply from forming an enor- 
mous pressure on the foriegn exchange transaction 
market, and to help stabilize the exchange rate on the 
foreign exchange transaction market. With regard to 
intervention on the foreign exchange transaction market 
and the public market, I personally think that now it is 
appropriate to use simultaneously the dual regulation 
measures, both achieving a controlled interest rate and 
exchange rate system, and doing so by regulating the 
amount of supply and demand on the markets. 
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In addition, the central banks should, at each large 
financial center in the world, set up a corresponding 
foreign exchange regulation and business operations 
organization, and, in line with the changes on the inter- 
national currency and foreign exchange markets, adjust 
the structure of the foreign exchange assets that the 
central banks hold, thereby ensuring that the value of the 
foreign exchange funds they hold are not adversely 
affected, and under possible circumstances, striving to 
hold foreign exchange funds that increase in value. In 
fact, after reforming the foreign exchange management 
system, the central banks will be faced with two marekts: 
One is the domestic foreign exchange transaction market 
between banks; the other is the international foreign 
exchange and currency market. Only by operating with 
facility on these two large markets can the central banks 
ensure the efficiency in use and the returns on its foreign 
exchanze funds, and ensure that the central banks’ 
monetary policy attains the predesignated goals. 


As for the foreign exchange-assigned banks, the effect of 
this reform will really demand that each bank begin to 
change its past way and pattern of management, consider 
problems from the angle of the market, and by taking 
risks on the market get returns on the foreign exchange 
managed by the bank. Each bank must, as fast as 
possible, train fairly many foreign exchange counter 
personnel and fairly many foreign exchange transaction 
personnel. At the same time, we need to train a large 
number of specialists in business management and infor- 
mation processing on the foreign exchange marekt, and 
to set up a corresponding foreign exchange business 
management system and institutionalized system with a 
tight-knit organization, flexible operations, up-to-date 
information, and clear decision making. As for the dual 
restrictions on ivestment abroad with foreign exchange, 
this is a systemic change and it can, through systemic 
adjustments, lead to the best advantage for investment 
abroad by foreign exchange-assigned banks, taking into 
consideration whether it is an overseas investment fund 
set up by a central bank in each foreign exchange- 
assigned bank, with its funds source and foreign 
exchange capital held by the bank. After a central bank 
approves the overseas investment plans of certain for- 
eign exchange-assigned banks. the problem of finding a 
source of foreign exchange will be solved by this fund. 


Without the slightest doubt, the reform of the foreign 
exchange control system will have an effect on the 
banking profession, as well as on the corresponding 
adjustment measures, and we need to change them in 
line with the changes in practice. 


Next Steps in Foreign Trade Reform Outlined 
94CE0408A4 Beijing JINGJIT CANKAO BAO in Chinese 
8 Mar 94 p4 


[Article by Wang Zixian (3769 1311 0341) and Chen 
Baomei (7115 1405 3780): “On Speeding Up the Pace of 
Getting Onto Track With the World Economy—A Cri- 
tique of China’s Foreign Trade Reform for 1994")] 
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[Text] On | January 1994, China merged its exchange 
rates, to establish a market-based, single, and managed 
floating exchange rate system, which exchange-rate sys- 
tem-reform made a smooth transition. Meanwhile, we 
have also achieved conditional RMB convertibility for 
everyday transactions, which is a major step in making 
the RMB a convertible currency. In addition, China has 
also lowered again the import tariffs on some products, 
publishing management regulations on machinery and 
electronic imports and on ordinary commodity import 
quotas. While lifting the obligation of foreign trade 
enterprises to turn foreign exchange over to the state, we 
have also instituted a uniform value-added and income 
tax system, abolishing directive foreign trade planning, 
which has further deregulated foreign trade operations, 
and strengthened foreign trade coordination mecha- 
nisms. 


The successive implementation of these foreign trade 
reform measures, in contrast to past reform steps, has 
been a great breakthrough in areas, such as policy 
consolidation, operating deregulation, liability for 
profits and losses, and equal competition. It will solve 
well certain deeper problems that have long troubled our 
foreign trade growth, as well as bringing China’s foreign 
trade system closer to international standards, and fur- 
ther opening up China’s huge markets to the outside 
world. 


The major substance of this round of foreign trade 
reform is mainly as follows: 


I. We Have Established a Market-Based, Single, and 
Managed Floating Exchange Rate System, Achieving 
Conditional RMB Convertibility for Everyday 
Transactions. 


Since | January 1994, the RMB exchange rate mecha- 
nism has become marketized, consolidating the official 
and market exchange rates, with the recent exchange rate 
essentially maintained at about 8.7 RMB to the dollar. 
The complete marketization [commercialization] of our 
exchange rate mechanism will help to eliminate existing 
market distortions, paving the way for deeper participa- 
tion by China in the international division of labor and 
exchanges based on the comparative advantage prin- 
ciple. 1) As to China’s foreign trade enterprises, the 
exchange rate merger and foreign trade reform have 
rationalized the distribution relations between the state 
and enterprises, by abolishing the obligation of foreign 
trade enterprises to turn over foreign exchange to the 
state either with or without compensation, and changing 
to payment of income taxes according to a uniform 
enterprise income tax system, which has helped to con- 
solidate policy, creating a climate of equal competition 
for all foreign trade enterprises, giving them genuine 
liabiliy for profits and losses and deregulated operation. 
2) The full marketization of our exchange rate mecha- 
nism conforms to GATT and IMF arrangements on not 
practicing dual exchange rates, bringing China’s foreign 
trade system closer to international standards. 3) Our 





JPRS-CAR-94-032 
17 May 1994 


exchange rate mechanism reform will also help to pre- 
vent sharp, unchecked RMB exchange rate volatility 
through manipulation of speculative and psychological- 
expectation factors, thus bringing trade convenience to 
both China and our trading partners. 


II. We Have Abolished Foreign Exchange Retention, 
Changing Our Wholesale Foreign Exchange System to 
One of Bank Settlement and Sale of Foreign Exchange. 


While merging our exchange rates, we correspondingly 
reformed our foreign exchange management system, 
changing our past foreign exchange retention and whole- 
sale foreign exchange systems io bank settlement and 
sale of foreign exchange, and achieving conditional RMB 
convertibility for everyday transactions. While our for- 
eign exchange retention system was a key step in our 
foreign trade reform of devolving authority to lower 
administrative levels, playing a key role in stimulating 
the initiative of all to export more, it was also an 
objective factor in the formation of departmental 
regional, and enterprise [foreign exchange] ownership, 
strengthening local foreign trade protectionism, sharp- 
ening market divisions, and having many negative 
effects, with the duplicate development of export man- 
ufacturing industries, the too similar export commodity 
mix, and the regional divisions in our foreign exchange 
conversion market all being involved to a certain extent. 
Since we went to the system of bank settlement and sale 
of foreign exchange, enterprises can buy foreign 
exchange from banks for imports within the limits 
allowed by national laws and decrees with valid docu- 
ments, such as contracts and payment notices. This has 
formed a nationally uniform and standardized foreign 
exchange market, thus thoroughly breaking local and 
enterprise foreign exchange ownership, and helping to 
eradicate the impact of local protectionism. 


III. We Have Abolished Directive Planning, Improving 
Our Macroeconomic Regulation and Control of Foreign 
Exchange. 


In order to eliminate the conflict of foreign trade enter- 
prises having to be liable for their own profits and losses 
while fulfilling directive foreign trade plans, in coordi- 
nation with our overall plans for foreign trade market 
reform, the state conducted a major reform of our 
foreign trade planning system, deciding to abolish for- 
eign trade directive planning, and to draw up guidance 
plans for overall foreign trade volume, export earnings, 
and import exchange use, with the state using economic 
and legal means to guide enterprises to achieve predeter- 
mined targets. To ensure a balance of foreign trade and 
international payments, the state will use the methods in 
current international practice, such as adjusting macro- 
economic policy and taking other GATT-permitted 
steps, to achieve balance. Our foreign trade macroeco- 
nomic regulation and control will change from the 
former regulation and control that was relatively inde- 
pendent of the national economy to a basically uniform 
state. 
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IV. We Have Better Promoted Deregulated Operation, 
Breaking With Monopoly, and Bringing Market 
Competition Forces Into Full Play. 


We have speeded up the examination and approval of 
foreign trade operating rights for all types of production 
enterprises, as well as clarifying that along with the 
establishment of a modern enterprise system, the clari- 
fication of property rights, and the perfection of our legal 
system, the state will no longer in the future practice a 
system of examination and approval of foreign trade 
operating rights, with enterprises automatically having 
foreign trade operating rights according to law. We will 
further deregulate foreign trade merchandise operations 
with, except for a very few staple resource-product 
imports and exports that will be jointly and uniformly 
operated according to international practice, all other 
commodities being freed up to deregulated operation, so 
that full market competition will form a new and rational 
operating order. 


V. We Have Instituted a Modern Enterprise System, 
Speeding Up the Conversion of Operating Forces, So 
That Foreign Trade Enterprise Operations Can Get On 
Track With International Practice as Quickly as 
Possible. 


This related reform of our foreign exchange and tax 
system has created the prerequisites for rationalization 
of the financial relations between foreign trade enter- 
prises and the state, making it possible for foreign trade 
enterprises to genuinely practice standardized opera- 
tions in which they are liable for their own profits and 
losses. Meanwhile, the widespread practice of a modern 
enterprise system, with foreign trade enterprises being 
upgraded to corporations, will help to establish the 
enterprise operating forces suited to current market 
economy norms of distinct property rights, clear rights 
and obligations, separation of government administra- 
tion from business management, and scientific manage- 
ment. 


VI. We Have Maintained a Uniform Foreign Trade and 
Economic Cooperation Policy, Making It More 
Transparent. 


China has instituted a clearer and more nationally uni- 
form foreign trade and economic cooperation system 
and policy, to promote a sound and improved nationally 
uniform market, as well as to meet the needs of interna- 
tional trade standards. In the interests of transparency, 
China will in the future apply only officially promulgated 
laws, regulations, and policies, which are uniformly 
announced to the outside world by MOFTEC. 


While foreign trade reform since 1988 has always been in 
the forefront of all national reforms, creating positive 
terms for expanded opening and faster foreign trade 
growth, the lack of reform synchronization has also 
caused a series of conflicts. The lack of market reforms in 
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other fields has put severe limitations on foreign trade 
growth, leaving foreign trade falling between the cracks 
of international and domestic markets in a particularly 
difficult situation. The greatest difference between this 
1994 foreign trade reform and past ones is that this is a 
part of overall economic reform, being conducted as a 
related reform along with others in areas such as tax 
revenue, banking, investment, and business. It is pre- 
cisely due to these externally related terms that this 
reform is so unprecedented in dynamics and depth, so 
that the reform can basically establish market operating 
forces that are on track with international practice, 
unlike past reforms that all were flavored by compromise 
and transition. This will help to bring market forces into 
full play in the foreign trade field, while making the 
government’s indirect macroeconomic regulation and 
control more standardized and effective, thus ensuring 
positive and sound foreign trade growth. While it will be 
impossible to completely avoid certain new conflicts and 
frictions, the general assessment is that the foreign trade 
operating-system climate will be much better, which will 
undoubtedly contribute to foreign trade growth. 


In particular, certain conflicts that affected our 1993 
foreign trade, particularly our export growth, such as 
problems of jacked-up-price panic buying and cut-price 
competition touched off by unequal competition due to 
nonuniform policy, foreign trade enterprises being 
squeezed at both ends by exchange rate instability, local 
protectionism driven by interests such as foreign 
exchange, and the conflict between directive export-plan 
obligations and economic efficiency, can all be essen- 
tially resolved. The existing problem is mainly how 
foreign trade enterprises wil! adapt to the new operating 
forces, by speeding up their own reform and develop- 
ment, raising their management level, and improving 
their service. In this area, the crucial factors according to 
modern enterprise needs are speeding up the pace of 
state-owned foreign trade enterprise reform, and accel- 
erating the conversion of their operating forces. As to 
government, how to speed up the establishment of an 
indirect regulation and control system suited to market 
economy needs, improve macroeconomic regulation and 
control, and standardize government functions, are 
major issues affecting foreign trade growth prospects, as 
well as a problem for foreign trade reform and expan- 
sion. How to escape the past customary form and fixed 
mode of thinking of direct control, to achieve indirect 
control in line with new needs 1s a challenge to govern- 
ment at all levels. 


As long as we make certain progress in these areas, we 
can predict that China’s foreign trade will grow more in 
1994 than it did in 1993, with prospects that exports will 
do better than their poor growth of 1993, thus achieving 
our aim of rapid and stable foreign trade growth, paving 
the way for long-range, sustained, and rapid foreign 
trade growth, and providing more trade opportunities 
for all countries throughout the world. 
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Utility of Voluntary Export Restraints Discussed 
94CE0382A Beijing GUOJI MAOYI WENT 
[INTERNATIONAL TRADE JOURNAL] tn Chinese 
No 133, 17 Jan 94 pp 25-28 


[Article by Zhang Nan (1728 0589), M.A. Candidate, 
Department of Commercial Economics, Jinan Univer- 
sity: “Voluntary Export Restraints: A Business Strategy 
Analysis’’} 


[Text] I. Introduction 


What is meant by Voluntary Export Restraints (VER) 1s 
that exporting nations or regions, under demands or 
pressures from an importing nation, will “voluntarily” 
impose restraints On exports to a particular country for 
certain goods for a given period of ume. VER 1s a 
neo-protectionist measure in nature, with the following 
special features: 


1. Nontransparency. VER are arranged privately 
between governments after bilateral consultations. 
Calling it “voluntary” is an excuse to bypass the princi- 
ples of GATT, and conduct “grey area” measures. 


2. Discrimination. VER is not restricted by GATT's 
“nondiscrimination principle.” It usually has an antici- 
pated purpose and is highly selective, directed at indi- 
vidual countries and individual producers. 


3. Flexibility. VER is usually a short term measure, with 
a term of from three to five years. VER can be renewed, 
extended, or expanded. It is much more flexible than 
long term, fixed tariff measures, making it more direct 
and efficient for handling temporary trade disputes. 


Although under certain conditions these characteristics 
can make VER simpler, more direct, faster and more 
efficient than other trade protection measures such as 
tariffs, VER can have serious limitations. 


Trade experts consider VER to be one type of “imperfect 
protectionism.” Trade protectionism itself will twist the 
disposition of resources, plus 1t is “imperfect,” causing 
profit losses in importing countries which implement 
VER. This is because under VER, “scarcity of profit” 
caused by trade restraints will be gained by exporting 
countries. When tariffs are used, this part of the interest 
is obtained by the importing countries’ governments by 


means of tariff income; under a quota system, most of 


them will be gained by importers with quotas by means 
of ‘quota rent.’ Obviously, a nation adopting VER is 
actually sacrificing the profits of its own domestic con- 
sumers, to increase the interests of its exporters or the 
exporting nation’s government. Moreover, it 1s equiva- 
lent to pushing, even compelling, other nations to create 
export cartels to deal with its citizens. This is where VER 
is “imperfect.”’ So, just from the standpoint of economic 
efficiency, based on the above analysis, VER 1s not at al! 
more reasonable or efficient than other trade protection 
policies such as tariffs; on the contrary, to a certain 
degree, it turns out to be even worse. 
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However, the statistical reality shows that in current 
international trade, VER is being used more frequently, 
affecting a growing number of nations, regions, and 
industrial areas. From 1981 to 1988, among all the 
nontariff policies adopted by the EC for imported indus- 
trial products, the VER proportion increased from 24.6 
percent to 38.1 percent, while in the same period, the 
U.S. proportion grew from 59.3 percent to 66.5 percent, 
close to two-thirds. At the outset of the nineties, 15 
percent of the world’s trade had been arranged by VER. 


Why has VER, a kind of “imperfect protectionism,” 
become such a popular instrument of trade policy? This 
article will try to find answers to this question from the 
standpoint of marketing strategy. 


il. VER’s operating system and the combination of 
operations and marketing 


|. The involvement of large enterprises. 


Before discussing VER’s operating system, we must first 
pay attention to an important fact: VER is not just an 
activity or arrangement between governments. 


First, surveys show that 80 percent of VER are formal 
agreements between governments, while the remaining 
20 percent are “informal” (that 1s, agreements between 
governments and industries) or “nongovernmental mea- 
sures’ (that 1s, agreements between industries or enter- 
prises). Because the latter two forms of VER are usually 
entered into secretly, and therefore difficult to docu- 
ment, the above results may not be representative. But 
regardless of whether they are “informal” or “nongov- 
ernmental measures.” they differ from common export 
cartels in that they usually have the approval or tacit 
consent of the importing nation’s government. In 1971, 
the Japanese Steel Association announced it was imple- 
menting VER on its steel exports to the EC. This was the 
result of secret negotiations between the major steel 
corporations of Japan and Europe. 


Second, VER agreements between governments usually 
also have the enthusiastic participation of large enter- 
prises. These enterprises are usually of large scale, and 
solid strength, so it is not difficult to forecast that in most 
VER arrangements, the interests of trade groups or large 
enterprises usually receive priority consideration. In 
return, these trade groups or large enterprises will be 
more obedient to their governments’ control. For 
example, in the U.S.-Japan VER agreement on semicon- 
ductors, such major U.S. enterprises as Motorola, Intel, 
and Texas Instruments, and major Japanese enterprises 
like Toshiba, Hitachi, JVC, and Panasonic all partici- 
pated in the initiation and negotiation of the agreement, 
and were decisive in its formulation and conclusion. 


It is just because the establishment of VER are so 
influenced by individual trade or enterprises, that this 
kind of measure tends to have administrative decisions 
concerning export quotas which are based on how spe- 
cific enterprises compare with tariffs, quotas, etc., so it 1s 
easier to use to lay out a specific operating and marketing 
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strategy based on a competitor's position, attraction of 
the target market, and product cycle. 


2. VER’s operating sysiem and the combination of 
operations and marketing. 


Combining operations and marketing is one aspect of an 
enterprises’s operating and marketing strategy; at the 
same time it is also a combination of the controllable 
variables of operation and marketing for enterprises to 
use in implementing operating and marketing strategies. 
Since the restraining policies of VER are usually mani- 
fested in restrictions on such variables of operating and 
marketing as prices, market size, etc., of exported prod- 
ucts, therefore VER’s own mechanisms can work directly 
or indirectly to combine operations and marketing, and 
become an efficient and precise measure for reflecting 
and conducting enterprises’ operating and marketing 
strategies. This cannot be defeated by such trade protec- 
tive measures as tariffs. 


The figures listed below are based on survey statistics 
from 289 VER agreements. In these VER arrangements, 
the individual variables restricted in operating and mar- 
keting combinations were distributed as follows: 


export amount in established markets (rate) 

53% market share in established markets 

25% increased export supply 

10% the lowest export price in established markets 
20% conditions and opportunities of distribution 

30% assigned conditions [tiaojian] and opportunities 
[shiji] 

1) VER’s effect on pricing policies. 


As listed above, 20 percent of the sample VER agree- 
ments included provisions for the lowest export limited 
price. For example, in 1990, in the EC-Japan VER 
agreement on semiconductors, it stipulated that Japa- 
nese semiconductor manufacturers would set the lowest 
price at 9.5 percent higher than production cost for their 
“dynamic random chip.” In addition to its direct influ- 
ence on overseas manufacturers setting their export price 
to the importing nation, this kind of policy sometimes 
also limits their export price to third nations. For 
example, in 1986, a VER agreement on semiconductors 
between the United States and Japan implemented 
market price oversight on certain products in third 
countries. 


Since VER increasingly has been used as a way of 
avoiding anti-dumping and anti-subsidy punitive mea- 
sures, this kind of lowest price policy becomes increas- 
ingly important in VER agreements. Its direct result 1s to 
cause the price of the exported product to rise in the 
importing nation’s market. For example, the 1981 VER 
agreement on automobiles between the United States 
and Japan caused the total U.S. import price index to 
drop 5 percent during the period 1982 to 1985, while the 
automobile price index rose 7 percent. 


(2) VER’s effect on product strategy. 
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With the restriction of VER, exporters have to give up 
some of their price advantage, and in order to maintain 
their competitive position, they must turn to improving 
their products’ nature, improving quality. This will push 
enterprises to continue expanding their product mix 
when determining their product strategy, developing 
new products (including new models, new designs, etc.), 
developing toward areas which have not been restricted 
by VER; constantly improving the level of their prod- 
ucts, and strengthening their competitiveness. 


One interesting example is the automobile VER between 
the United States and Japan (1981-1985): although the 
number of automobiles exported to the United States 
from Japan decreased, Japanese enterprises were able to 
maintain their profit level in the automobile market by 
improving models and adding new models which were 
outside those restricted. 


(3) VER’s effect on distribution strategy. 


VER’s stipulations will often involve every aspect of 
distribution strategy in enterprises, for example, items 
concerning time of supply, “expected quantity” and 
“reserved quantity,” mode of transport, port of entry, 
etc. They may even stipulate marketing channels in the 
importing nation. These detailed restrictive measures 
are very meaningful and important for importing 
nations to implement protections, and for exporters to 
strengthen monopolies. 


III. VER and competitive strategies. 
], Exporters’ competitive strategies. 


As challengers to the overseas markets, exporters can 
implement a series of competitive strategies, including 
the following very typical ones: 


(1) Frontal attack strategy. Market challengers launch a 
direct attack on market leaders. This kind of direct 
confrontation will usually lead to a VER agreement. This 
was precisely the situation with U.S. semiconductors at 
the beginning of the eighties: the Toshiba Corporation of 
Japan—the second chip manufacturer in the world, 
launched an “attack” on the leading U.S. chip manufac- 
turer, the Motorola Corporation, and their intense 
market battle led to a U.S.-Japan VER agreement in 
1986. 


(2) Flank attack strategy. Exporting corporations try to 
avoid a frontal fight through bypassing the market 
leaders in exporting countries, and obtain a market share 
from the side. In the seventies and early eighties, while 
major U.S. automobile manufacturers were still devoted 
to making large-sized cars, Japanese corporations began 
concentrating on producing and exporting small-sized 
cars. 


(3) “Eating little fish” strategy. Market challengers turn 
to attacking and eliminating smaller competitors instead 
of fighting with the market leaders in importing coun- 
tries. In the seventies and early eighties, European data 
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control machine tool manufacturers adopted exactly this 
strategy to “attack” initially the same type of small 
enterprises in the U.S. market. 


Under VER arrangements, exporters usually must 
abandon the frontal attack strategy, and turn instead to 
the flank attack strategy or “eating little fish” strategy. At 
the same time, because VER leads to similar cartel 
activity by exporters, it gives them on the one hand the 
ability to share in monopoly profits, while on the other 
hand it makes them pay more attention to nonpricing 
competition under the stronger pressure of price compe- 
tition. This makes for comprehensive improvement in 
their products’ competitive ability. 


2. Competitive advantage for manufacturers in importing 
countries. 


The competitive advantage for manufacturers in 
importing countries under VER acts chiefly as an advan- 
tage in protecting their market share and established 
profits, so actually it is a “protective advantage.” This 
functions to: 


(1) Share markets with overseas manufacturers. 


With the stronger trend to internationalized production 
and sales and the increasing progress made in science, 
technology, and productive forces, more enterprises with 
strong technical and products advantages attempt to 
improve the level of their profits by means of expanding 
their quota in the international market. Therefore, man- 
ufacturers in importing countries are facing an increased 
risk of frontal attack from foreign market challengers. In 
this situation, importing countries try te reach agree- 
ment on sharing the market with the challengers, while 
the “imperfect” parts of VER mentioned above can be 
understood partly as designed to compensate or 
encourage the other side to accept this sort of agreement. 
For example, in mid- eighties, due to the implementation 
of VER, Japan increased the price of its video tapes 
exported to the EC market by 50 percent; steel prices in 
the EC market rose 14 to 16 percent. 


So, VER can make enterprises in importing countries 
negotiate with foreign challengers, attaining price and 
profit levels which would be impossible under other 
conditions. It is only in this way that VER receives the 
further protection and support of bilateral parties. For 
example, when Japanese automobile manufacturers 
went outside Congress to launch their opposition to 
replacing the U.S.-Japan VER agreement with quotas or 
a tariff on automobiles exported from Japan, they 
obtained support from the U.S. International Whole- 
salers Association and several major U.S. auto makers. 


(2) Restrain foreign manufacturers. 


Most VER agreements include a provision to restrict the 
market share of foreign manufacturers, with the purpose 
of limiting their market within a smaller scale. So, for the 
domestic industries that will implement protections, this 
kind of VER is more clear, reliable, and efficient, at least 
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for the short term. In the seventies and eighties, France 
obligated Japan to voluntarily restrain the growth rate of 
its French market share to no more than 3 percent of its 
small car exports, which effectively limited Japanese 
imports, and protected domestic enterprises of the same 


type. 


IV. VER and market mix. 


Competitive strategy is closely related to market mix. It 
is not difficult to find that implementation of VER is 
concentrated in a small number of industries. These 
industries can generally be divided into two large cate- 
gories: (1) industries in which the market mix is charac- 
teristically an oligarchical monopoly, such as steel, auto- 
mobile, electrical products, etc.; (2) industries which 
have problems adjusting mix, and are in decline in the 
developed industrial countries, such as shoes, fabric 
products and clothing, etc. VER plays a different role in 
these two kinds of industries. 


1. VER as a protective measure. 


VER chiefly is employed in the second type of industry 
as a kind of protective arrangement, and usually does not 
include the factor of importing countries and enterprises 
in exporting countries seeking a joint monopoly. How- 
ever, due to the intrinsic “imperfection” of VER, this 
kind of protection functions very unsatisfactorily. As 
Jiadisi Pagewadi [6328 6611 2448 1584 2706 3907 
5530] has noted, this sort of ‘imperfect protectionism” 
of VER on the one hand, goes along with the exporting 
countries, perm‘tting them to continue exporting under 
import tariff conditions which are closer to free trade: on 
the other hand, it also goes along with the desire of policy 
makers in importing countries of wanting to conduct free 
trade while seeking to reduce the threat from imports. 


2. VER promotes seeking joint monopolies. 


In the first kind of industry mentioned above. there 
commonly is an oligarchical monopoly market mix. 
When these industrial oligarchs expand into foreign 
markets, they meet intense competition. If they compete, 
both of them will be hurt; so they discuss sharing 
monopoly profits. Under VER agreements, importing 
countries threaten more severe trade restrictive mea- 
sures; exporting governments also step up coercive mea- 
sures, to eliminate apprehensions about violating anti- 
monopoly laws; in addition, VER itself establishes an 
operational system of regular inquiries, communication 
of information, and resolution of special problems, and 
all this has provided a strong impetus for importing 
countries and large enterprises and trade groups in 
exporting countries to seek joint monopolies. The result 
is a trend to further concentration in the steel, automo- 
bile, working machine tool and electric products indus- 
tries. For example, in the electrical industry, the 25 
largest corporations dominate 50 percent of the total 
output of electrical products, while the top 200 corpora- 
tions dominate 80 percent of the world’s gross output. 
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So we can see from this, VER is an arrangement of 
monopoly agreements by large corporations or trade 
groups in the international market, and the govern- 
ment’s involvement actually provides a “cover” for 
them from anti-monopoly laws’ oversight restrictions, as 
well as help safeguard them from coercive measures 
taken against destructive and violating agreements. 


V. Conclusion 


VER is not only an “imperfect protectionism,” but also 
a kind of forceful power. It can form precise and flexible 
operating strategies in global trade, which can be over- 
come by other measures such as tariffs, quotas, etc. To 
operate this weapon, besides governments, there are 
more individual large enterprises and trade groups 
taking advantage of VER, changing strong foreign com- 
petitors into collaborators, jointly sharing the market 
profits. 


At present, this kind of measure, which violates free 
competition global trade policy, is getting wild. As 
GATT expert Professor Jackson has observed: with trade 
policy becoming complicated and flexible, people will 
see more clearly that activities due to a lack of unified 
rules for international competition, especially activities 
among privately run enterprises, definitely will damage 
the objective of global free trade. 


Establishing unified rules and policy for international 
competition will very possibly become major topics in 
the next cycle of GATT negotiations. 
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Urban Women’s Changing Perception of 
Childbearing 
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[Article by Wang Shuxin (3769 2885 2450), affiliated 
with the Population Economics Studies Institute at the 
Beijing Academy of Economics: ““The Changing Percep- 
tion of Childbearing Among Beijing’s Urban Women”’] 


[Excerpts] [passage omitted] fhe Population Economics 
Studies Institute at the Beijing Academy of Economics 
conducted a sample survey on marriage and the family in 
Beijing’s urban and suburban districts, polling 2,162 
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married women betwen the ages of 20 and 54. To 
facilitate comparative analysis, we have divided the 
surveyed women into three groups: |) those born before 
1949; 2) Those born between 1950 and 1959; 3) those 
born from 1960 to 1972. 


I. The Childbearing Perceptions of Women Born in the 
Three Different Periods 


Women born from 1937 to 1941, on one hand were more 
deeply affected by the old society’s ideology, culture, and 
customs, with the feudal ethical concepts of ‘the earlier 
the marriage, the sooner one has children,” “the earlier 
one has a son, the sooner one benefits,” passing on to 
future generations that received from the ancestors,** and 
“regarding men as superior to women,* deeply rooted in 
their minds. On the other hand, during their child- 
bearing peak, as population growth restraint forces had 
not been officially established, leaving this group of 
women in the midst of the conversion from old to new 
population and childbearing forces, they essentially fol- 
lowed traditional childbearing perceptions, with their 
key childbearing motivations being passing on to future 
generations that received from the ancestors,“ and "rais- 
ing children to take care of them in their old age.“ As 
they were influenced by these childbearing motivations 
and restraints, they particularly favored boys, inevitably 
striving to achieve their sex bias in children through 
having many children, which was accompanied by early 
marriage, early childbearing, and multiple births. 


Marriage and childbearing are closely interrelated, with 
age at first marriage having a definite restrictive impact 
on childbearing age and number of children born. In 
China, early marriage is generally accompanied by early 
childbearing, with an earlier beginning-childbearing age. 
Early marriage and childbearing also extend the real 
childbearing-age period, increasing the possibility of 
multiple childbearing. Real survey results fully confirm 
this point.... As women born in this period had tradi- 
tonal childbearing perceptions, their childbearing 
behavior showed up as early marriage, early childbear- 
ing, and multiple births. The number of women in this 
group who were married before the age of 19 made up 
23.2 percent of the population in their age-group, with as 
many as 56.3 percent of early-married women bearing 
more than three children, and 33.6 percent having two 
children. 


Women born between 1942 and 1949 were 16-23 years 
old by the mid-1960s, beginning to be affected by tradi- 
tional family-planning indoctrination. Restricted by 
family planning policy, this group of women had a 
controlled childbearing pattern. Their number of mar- 
riages before the age of 19 was down, with higher 
percentages of marriage between the ages of 20 and 29, 
one child, and two children, being respectively 75.2 
percent, 71.5 percent, and 19.9 percent. This group of 
women were characterized by a composite childbearing 
pattern of both traditional and controlled forms coex- 
isting. 
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Women born in the 1950s were 21-30 years of age by the 
1980s, by which time China had officially announced a 
revision of its family planning policy, advocating that, 
except for in minority nationality regions with sparse 
populations, a couple should generally have only one 
child. The CPC Central Committee issued an open letter 
on the matter of controlling China’s population growth 
to all Communist Party and CYL members. China 
achieved marked family planning successes in the 1980s 
primarily due to the greater contributions made at the 
time by women from 30 to 40 years of age. This group of 
women’s first-marriage age was generally higher, with an 
average first-marriage age of more than 26, or nearly 
three years later than that of women born before 1949. 
Those married at older than 25 rose in percentage from 
the preceding group’s 28.7 percent to 70.1 percent. Due 
to comprehensive factors, such as later marriage age, 
shorter childbearing period, and longer time between 
childbearing, the percentage of women born in the 1950s 
bearing only one child was up sharply to 94.73 percent, 
with only 4 percent having two children, and the inci- 
dence of three children essentially stopped. As to the 
lower level of childbearing by women born in this period, 
it was the government's family planning policy that 
played the decisive role. 


Women born from the 1960s on reached marriage and 
childbearing age only by 1980, by which time it was 
universally advocated that a couple have only one child, 
with emphasis on a policy of late marriage and child- 
bearing. Meanwhile, influenced by social and economic 
reform and opening and market economy, the tradi- 
tional perceptions of Beijing women about women’s 
values and childbearing had undergone a great change, 
with higher numbers wanting no children at all or only 
one child. This group of young married women had the 
lowest early-marriage percentage (0.3 percent), the 
highest percentage of no children, and very few bearing 
two children, basically achieving late marriage, late 
childbearing, and few births. The lower childbearing 
level of women born from the 1960s on resulted from the 
overall impact of childbearing policy and socio- 
economic development. 


il. The Change in Childbearing Perceptions 


1. The Change in Childbearing Perceptions From the 
Perspective of Childbearing Aspirations and the Real 
Childbearing Difference 


As used here, childbearing aspirations means, under set 
socio-economic terms, and supposing no intervention by 
family planning policy, the voluntary choices made by 
women as to the number of children to bear and their 
$ex. 


As to the women born before 1949 and in the 1950s, the 
childbearing aspirations to have no children, one child, 
or two children were roughly the same. But the child- 
bearing perceptions of women born from the 1960s on 
underwent a marked change, with the percentages of 
those wanting no children or only one child up sharply, 
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the percentage of those wanting two children lower than 
for those born in both of the previous periods, and not 
even one woman wanting a third child. As to the overall 
childbearing aspirations of the 2,162 women surveyed, 
the childbearing perceptions of Beijing’s urban women 
are undergoing a conversion from traditional to modern 
form, with the numbers of women wanting less or no 
children growing steadily. As to the sex preference, since 
having a boy is no longer the key childbearing motiva- 
tion of urban womer, in the childbearing aspirations of 
the women surveyed, regardless of the child’s sex, the 
percentage of women opting for only one child was the 
highest. In the aspirations for one boy, one girl, two boys, 
or two girls, more women wanted a girl than a boy, 
exactly the opposite from the old, traditional child- 
bearing perception. 


2. The Change in Childbearing Perceptions from the 
Angle of the Childbearing Aspirations of Women Now 
Having Varying Numbers of Children 


The women who have not had children were basically 
born since the 1960s, with their childbearing aspirations 
for no children at 28.4 percent, for one child at 43.2 
percent, for two children at 24.7 percent, and for three or 
more children basically nonexistant. Of the women now 
having one child, 50.5 percent have had their aspirations 
basically satisfied, while 40.3 percent would like a 
second child. Of women with two children, 50.4 percent 
have satisfied their childbearing aspirations, with 47.4 
percent having real childbearing levels higher than they 
had hoped for. As to women with three or more children, 
only a very few had wanted this many, with 92.6 percent 
having more children than they really wanted. [passage 
omitted] 


The childbearing aspirations of the women now having 
two or more children shows the obvious change in the 
childbearing perceptions of Beijing's urban women. 
Most women with more than one child were born before 
1949. While their actual number of children is higher 
than they had hoped for, their childbearing aspirations 
were certainly not satisfied. As childbearing perceptions 
have changed from the past multiple births to less births, 
only one child, or no children, there is a phenomenon of 
real childbearing levels being out of line with aspired-to 
childbearing numbers. [passage omitted] 


3. The Change in Women’s Childbearing Perceptions as 
to the Valuc of Children 


The change in childbearing perceptions is restricted by 
many factors, with the benefits playing a key role, being 
reflected in many values about the children born. The 
survey questionnaire categorized the value of children as 
follows: 1) To keep you from being lonely; 2) to form a 
complete family; 3) to bring happiness; 4) to help the 
family make a living; 5) to avoid possible reproach for 
not wanting children; 6) childbearing is a woman’s duty; 
7) raising children to take care of one in their old age; 8) 
to please parents and relatives; 9) to preserve conjugal 
relations; 10) to give you honor; 11) to bring you love; 
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12) to pass on to future generations that received from 
ancestors. The value of children is closely linked to 
regional factors and econoriic conditions. Before liber- 
ation and in the 1950s, Beijing was closed to interna- 
tional intercourse, with very low living standards, where 
people often emphasized the economic value of having 
children, generally regarding the number of children 
born as a source of increased family income, and seeing 
boys as future family pillars, support in old age, and the 
“incense” of passing on to future generations that 
received from ancestors. But as Beijing has now become 
a modern, open city, with a relatively developed 
economy, higher per capita income, and adults with 
more years of schooling, it has experienced a qualitative 
leap from a social, economic, v1 cultural perspective, 
with many of the perceptions of Beijingers, including 
childbearing perceptions, having naturally changed 
sharply. Even the women born before 1949 have essen- 
tially abandoned their backward, traditional child- 
bearing values and perceptions. In this survey, the two 
values of children, of passing on the generations and 
raising children to take care of one in their old age, 
ranked lowest of all values, being replaced by the “family 
happiness” and “‘sense of a complete family” of bearing 
children for the spiritual benefits and forming a com- 
plete family, bringing love, keeping one from being 
lonely, and bringing family pleasures. As the family focus 
shifts from blood to matrimonial relations, with children 
no longer being the “tie” that binds families together, the 
phenomenon of young married women not wanting 
children is growing steadily. 


As educational levels differ, so do the values of women 
about having children. For instance, as to passing on the 
generations, raising children to take care of one in their 
old age, bringing honor to one’s ancestors, and child- 
bearing as a woman’s duty, women with grade school 
educations or less made up the highest percentage at over 
20 percent, with the percentages for those with junior 
and senior high school eductions being very low, at 3.4 
percent and 4.6 percent respectively, and college- 
educated women ranking lowest at only 2.3 percent. The 
value perceptions of “‘family happiness” and “‘sense of a 
complete family,’ such as holding that childbearing is to 
form a complete family, bring family happiness, provide 
parents love, and keep the family from being lonely, 
ranked high among women of all educational levels. 


As women’s occupations vary, so do childbearing values 
and perceptions. For instance, among women in the 
three higher levels of occupation, such as professional 
technicians, officials in state organs, party and mass 
organizations, and enterprises and institutions; and 
office workers and related personel, less women held old, 
traditional perceptions, such as “passing on the genera- 
tions, raising children to take care of one in their old age, 
and childbearing as a woman’s duty,” than in the three 
categories of business workers, service workers, and 
production and transportation workers and related per- 
sonnel, with these values for the former three categories 
of women ranking respectively at 4 percent, 6.3 percent, 
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and 9.3 percent, but for the latter at 12.6 percent, 15.2 
percent, and 19.3 percent, respectively. The key values of 
“forming a complete family, bringing happiness, pro- 
viding love, and keeping one from being lonely,” ranked 
very high among women of all occupations. 


Ill. The Factors Affecting the Change in Women's 
Perceptions About Childbearing [passage omitted] 


1. Economic Factors Affecting the Change in 
Childbearing Perceptions 


Economic factors are the most important ones pro- 
moting the change in childbearing perceptions. In recent 
years, as Beijing's economy has experienced impressive 
changes, the economic status of women has correspond- 
ingly risen. Of the married women from 20-54 years of 
age who we surveyed, the employment rate topped 90 
percent, with specialized technicians, officials in state 
organs, Party and mass organizations, and enterprises 
and institutions; and office workers and related per- 
sonnel, accounting for 47.7 percent of the workforce. 
Based on state occupational classifications, as these three 
categories of personnel are considered to be in high-level 
occupations, such a high percentage of them in the 
workforce shows that Beijing women have a higher 
economic status. As women have higher economic 
status, they no longer emphasize the past economic 
values of having children to take care of them in their old 
age, or in hopes that they will help the family make a 
living and earn money for family support, weakening 
their perceptions about early marriage, early childbear- 
ing, multiple births, and regarding men as superior to 
women, and strengthening them about less births, 
eugenics, and better educations, meaning that they gen- 
erally make higher demands on their childrens’ quality, 
involving sharp increases in the costs of educating and 
raising children. The monthly consumption in Being 
today of a non-adult child equals or even exceeds that of 
the monthly wages of a key family worker, with the 
younger the child, the higher the cost. This “high” cost of 
raising a child affects women’s quality of life, with young 
and middle-aged married women in Beying having an 
increasing sense of independence and money, and 
striving for personal freedom and happiness, as well as 
for cultural lives and material benefits, with correspond- 
ingly changed consumer perceptions. The survey showed 
that Beijing women’s consumption ranks by money 
spent in descending order as “buying daily necessities, 
clothing, cosmetics, and beauty and hair care products, 
and paying for recreational consumption, such as restau- 
rants, karaoke, dancing, and health clubs,” with tourism 
and human re!nionship costs also accounting for quite a 
high percentage of their monthly incomes. The cost of 
having a child, plus the monthly spending of both 
husband and wife, leaves very little left over. Many 
women, in the interests of easier and more comfortable 
lives, are unwilling to sacrifice personal well-being and 
happiness for the fetters of a tied-down life. So the 
numbers of women not wanting children are growing 
steadily. 
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2. Policy Factors Affecting the Change in Childbearing 
Perceptions 


Population and family planning policies are hard- 
limitation factors affecting childbearing perceptions. 
Our survey of women’s childbearing aspirations proves 
that many more women have had a child than had 
wanted or hoped to, with the most crucial factor in this 
being China’s current family planning policy. Of the 
women with one child, most are of the new generation 
born and raised since the founding of the PRC who, on 
one hand were less affected by traditional childbearing 
perceptions and, on the other are better educated and 
have improved economic conditions, so can more easily 
understand and accept the state’s childbearing policy, 
and can proceed from national and nationality interests 
to conscientiously practice family planning. Of the 
women born before 1949, there is a sharp gap between 
their childbearing aspirations and actual childbearing 
levels, a key cause of which is the impact of the propa- 
ganda and indoctrination in state family planning policy. 


3. Social Factors Affecting the Change in Childbearing 
Perceptions 


Changes in perceptions follow closely behind social 
change. While most of the women born before 1949 still 
maintained the customary women’s image of “‘virtuous 
wife and good mother,” the tide of change, with the 
passing of time, change in social and economic system, 
and opening of Beijing’s doors, has sharply shaken 
traditional women’s values and childbearing percep- 
tions. The young and middle-aged married women born 
since the 1950s, as to childbearing aspirations, increase 
in percentage by lower age as to not wanting children or 
wanting only one child, no longer focusing their time and 
energy on raising children, but preferring rather to 
develop themselves and enhance their own quality. By 
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the mid-1980s, the intense competition formed by 
reform and opening had brought worries and concerns to 
young and middle-aged women, bringing many to under- 
stand that unless they strengthened their sense of com- 
petition, improved their educations, and pursued 
advanced technical studies, it would be hard for them to 
cope with the risks brought to women’s employment by 
reform. ZHONGGUO FUNU BAO [CHINA 
WOMEN’S REPORT] has directly surveyed its readers 
on how women see the risks and challenges brought by 
reform. This survey shows that 73 percent of women feel 
that reform has brought more risk to women’s than 
men’s jobs, which figure is 67 percent for young and 
middle-aged women, and 73 percent for middle-aged 
women. And in our survey in Beijing on marriage and 
the family, almost all women held that as to promotion 
opportunities, men had more chance of promotion than 
women. Due to the historical image of the weak woman, 
it should be said that while the competitive climate is 
equal, the competitive terms for men and women are 
unequal, with the “priority” consideration of women at 
times of cutbacks being nothing new. So the masses of 
women can only face up to their historical disadvantage, 
by improving their own quality, so that they can compete 
with men in an unequal social environment. Educational 
level is a key inherent factor affecting childbearing 
perceptions and their change. The years and extent of 
education directly affect the rate and depth of human 
understanding of things. Better educated women focus 
their childbearing perceptions on less births, eugenics, 
and an emphasis on their children’s quality, instead of 
striving for numbers. They have less sex bias, clearer 
childbearing objectives, and more distinct pre- 
conception rational thought and choice processes. Based 
on their own social environment, they can conscien- 
tiously consider and correspondingly adjust their child- 
bearing behavior, to make it as consistent as possible 
with national policy. [passage omitted] 
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Article Praises ROK’s Export Strategy 


94CE0383A Beijing GUOJI MAOYI WENTI 
[INTERNATIONAL TRADE JOURNAL] in Chinese 
No 133, 17 Jan 94 pp 21-24 


[Article by Li Geng (2621 1649) of Institute of Interna- 
tional Economic Relations of the Shoudu Iron and Steel 
Research and Development Company: “ROK’s Import 
and Export Policy Following Its Entry into GATT and 
Its Inspiration to Us” ] 


[Excerpt] [Passage omitted] It can be realized that 
ROK’s foreign trade policy is mainly to encourage 
exports, while relaxing imports; and to turn trade deficits 
into trade surplus in the course of “maximizing imports 
and exports.” In the past, China had, over a protracted 
period of time, implemented an excessively protective 
foreign trade policy which has become an obstacle for its 
re-entry into GATT. As for imports, the number of 
mandatory plans have been duly reduced with the scope 
of planned management narrowing. However, due to the 
lack of a mechanism to guide imports with the industrial 
policy, shortcomings such as weak macroeconomic con- 
trol, unfair competition and delayed legislation on for- 
eign trade have cropped up. As for exports, the role of 
market regulation remains insignificant. Moreover, com- 
petitions are usually unfair. In domestic trade, com- 
modity prices are being driven up, while in foreign trade, 
goods are exported at a much lower price. All this has 
harmed the overall interests of the state. The enterprises 
which handle exports have monopolized the export 
business. In addition, export products are divided into 
different grades. This prevents the enterprises from 
improving their production quality and enhancing their 
competitiveness. As for the customs duties. protective 
measures are over-emphasized, while not enough efforts 
are made to help enterprises become more competitive. 
Right now, China’s average tariff rate is 22 percent, 
while that of the industrialized nations is 4 to 5 percent, 
and that of developing countries is 13 to 14 percent. 
Moreover, the structure of China’s tariff rates is not so 
rational. It lacks flexibility in regulating imports, and 
falls far short of the GATT requirements. China’s highly 
protective policy fails to draw a clear-cut line between 
the protection of an “infant industry” and the protection 
of a backward industry with low economic efficiency. It 
cannot help some industries extricate themselves from 
their predicament of high energy and production costs 
and low economic efficiency. It serves to increase the 
scale of capital-intensive industries, and makes the 
highly competitive labor-intensive and technology- 
intensive industries suffer. It crushes the incentive of the 
enterprises to lower their production costs and improve 
the quality of their products. As a result, the enterprises 
lack enthusiasm to seek technological progress and the 
ability to compete with others on the world market. In 
short, this policy has made China’s industry to develop 
production without taking into consideration the pro- 
duction costs and economic results, and suffer from an 
inherent shortage before 1t competes with others on the 
international market. We must change our practice of 


PRC MEDIA ON FOREIGN ECONOMIES 35 


protecting our own products ir an overall manner and 
suppressing competition; place emphasis on protecting 
our infant industry; introduce a competition mecha- 
nism; and use the tariff and foreign exchange rates as an 
economic lever and a means of regulation; and improve 
the relevant legal system. It is necessary to thoroughly 
change the pattern of controlling imports and exports 
with administrative measures; make full use of the 
market mechanism in carrying out activities in foreign 
trade; permit more industrial enterprises directly engage 
in import and export business and compete with others 
on the world market, and establish China’s own multi- 
national corporations. 


In formulating its enterprise policy, the ROK govern- 
ment gives the enterprises all kinds of preferential treai- 
ment and relaxes restrictions placed on them. It helps 
enterprises become export-oriented and allows them to 
wholeheartedly compete with others on the world 
market. Since the implementation of its reform program, 
China has raised the status of its enterprises. The change 
of the management mechanism of the enterprises has 
become a priority item on the government agenda. As for 
the foreign trade policy, only a limited number of large 
and medium-sized enterprises are authorized to do for- 
eign trade, although the power to handle foreign trade is 
being delegated to the lower levels. As a result, the great 
majority of China’s enterprises are separated from the 
world market, while some enterprises specialized in 
handling foreign trade have monopolized the business in 
foreign trade. Therefore, China’s foreign trade is monop- 
olized and divided to a great extent. However, due to 
trade restrictions, it is also difficult to lift all restrictions 
in doing foreign trade. The existence of this kind of 
“partition” puts China at a disadvantage in export 
competition and also creates friction between industry 
and trade. It also violates the GATT provisions 
regarding “state-run trade enterprises.” All these not 
only hamper the process of China’s re-entry into GATT, 
but also hinder the developmeni of enterprises, weaken 
their competitiveness and actually undermine their 
vitality in competing with others on the world market. 
China’s state of affairs is different from that of the ROK. 
However, ROK’s successful experience also gives us an 
inspiration. After we re-enter the GATT, our enterprises 
and their foreign counterparts will be placed on the same 
starting line. Therefore, we should give our enterprises 
greater power to manage their own business and narrow 
the gap between our enterprises and foreign enterprise in 
terms of operating environment. The government must 
establish a set of all-round preferential policy, encourage 
enterprises to develop foreign trade and compete with 
others on an equal footing according to GATT provi- 
sions. Generally speaking, the degree of industrialization 
of a nation is mainly determined by its major enter- 
prises. China’s large and medium-sized enterprises with 
the state-run enterprises as the core constitute the main 
force which bears the financial burden of the state. To 
lift restrictions on these enterprises and let them directly 
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Participate in international competition will undoubt- 
edly increase China’s competitiveness, give the medium- 
sized and small enterprises an impetus to become export- 
oriented and help China’s enterprises to become more 
internationalized. 


AGRICULTURE 


Remove Bottlenecks in Marketing Farm Products 


94CE0413A Beijing NONGYE JINGJI WENTI 
[PROBLEMS OF AGRICULTURAL ECONOMY] 
in Chinese No 2, 23 Feb 94 pp 7-11 


[Article by Zhan Wu (6124 2976) of the State Commis- 
sion for Restructuring the Economic System: “Under the 
Socialist Market Economic System, All-Out Efforts 
Should Be Made To Solve the Problem of Difficulty in 
Buying and Selling’ Farm Products”’] 


[Text] I. Understanding the Nature of the Big Waves of 
“Difficulty in Buying and Selling” Farm Products 


The past decade has witnessed two rounds of “difficulty 
in selling” farm products: one in 1982-1984; the other in 
1989-1992. From 1985 to 1988, there also appeared a 
wave of “difficulty in buying” farm products accompa- 
nied by “big battles for commodities.” By analyzing the 
“difficulty in selling and buying” farm products, we have 
arrived at the following five conclusions about the nature 
of the issue: 


1) “Difficulty in selling” and “difficulty in buying” are 
both extensive problems As far as the variety of farm 
products is concerned, 13 products were involved in the 
first round of “difficulty in selling,” 17 in the “difficulty 
in buying” and the “big battles for commodities,” and 10 
in the second round of “difficulty in selling.”’ In terms of 
the purchase and sales systems, some of the products 
involved were originally under the state-monopolized 
purchase system but later switched to the contracted 
purchase system. These were staple farm products such 
as grain, cotton, and oilseeds. Others were essential farm 
products originally belonging to the quota purchase 
category and later either liberalized from quota purchase 
or remaining in that category. Examples were silkworm 
cocoons, wool, hogs, tea, and ramie. Still others, which 
took up the largest share, were items whose prices and 
transactions had long been decontrolled. They included 
eggs, fish, kelp, apples, haws, citrus fruits, sugar canes, 
chestnuts, rabbit hair, wood rosin, dried pepper, dairy 
products, garlic, and other perishable, native, and special 
indigenous products. 


Why was it “difficult to sell” those farm products that 
had already been decontrolled? The reasons are diverse. 
If a farm product was “difficult to sell” because of 
monopoly by the state’s supply and marketing coopera- 
tives or the old price-control system, it could sell well 
once monopoly was removed and price control was 
lifted. However, if, after this was done, new negative 
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factors appeared, such as declined product quality, dif- 
ficulty in transportation, or poor management in mar- 
keting the product, then “difficulty in selling’ would 
come up again. 


Why was it “difficult to buy” already-decontrolled farm 
products, resulting in “big battles for commodities”? 
There were also a number of reasons. Examples were 
failure to gear up management in the wake of the 
decontrol, commodity circulation being out of order, 
and artificially jacked-up prices triggering buying sprees. 
All these could lead to a “big battle for commodities.” 


2. The two rounds of “difficulty in selling” farm products 
had common features as well as specific characteristics 
Their common features were: A) The commodities 
involved were essentially the same. Both involved the 
following three broad categories: Farm products origi- 
nally under the state-monopolized purchase system and 
later switched to the contracted purchase system; essen- 
tial farm products originally belonging to the quota 
purchase category and later either liberalized from quota 
purchase or remaining in that category; and perishable, 
native, and special indigenous products that had been 
completely decontrolled. B) Both followed the same 
course of development, i.e. from farmers’ “difficulty in 
selling” to “difficulty in storing” and “difficulty in 
transporting and selling” experienced by the state’s 
supply and marketing cooperatives. C) Their basic rea- 
sons were the same. For example, both rounds of “diffi- 
culty in selling grain” stemmed, in essence, from an 
imbalance between supply and demand, which was 
either temporary or local in nature or due to improper 
product mix. The imbalance was caused by a series of 
complicated factors: our people’s low consumption level 
at the present stage, the incompatibility between the 
variety of grain produced and the consumers’ require- 
ments, inadequate infrastructure with respect to com- 
modity circulation, processing, storage, transportation, 
and information, as well as unsound macro-regulatory 
and control mechanisms. The problem was not an abso- 
lute surplus of grain. As for other farm products, the 
basic causes for two rounds of “difficulty in selling” were 
more or less the same as the “difficulty in selling” grain. 


With respect to the characteristics of the two rounds of 
“difficulty in selling” farm products, let us still take grain 
as an example. The two rounds of “difficulty in selling 
grain” showed the following characteristics: A) The 
scope increased. The first round of “«’ “ficulty in selling 
grain’ involved essentially rice in ife main rice- 
producing provinces in the south and corn in Jilin 
Province. The second round of “difficulty in selling 
grain” spread to Henan and other main wheat-producing 
provinces and even to some grain production bases (such 
as Fujian’s Jianyang and Jianou counties). B) The total 
stockpile increased. For instance, during the first round 
of “difficulty in selling grain,” Hunan, a main rice- 
producing province, had 1.5 billion kilograms of rice in 
stock. During the second round, the stockpile was four 
times as large as this amount. C) State grain depart- 
ments’ difficulties also increased. During the first round 
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of farmers’ “difficulty in selling grain,” the state grain 
departments’ macro-financial situation was not so tight; 
therefore, they issued no IOU’s to farmers. During the 
second round, their financial situation became relatively 
strained, and they had to issue many IOU’s, resulting in 
a total debt of some 30 billion yuan. If you buy more, you 
will do more business but you will also lose more 
money—this was one of the major subjective factors that 
hindered the grain departments from attempting to ease 
farmers’ “difficulty in selling grain.” 


3. For many farm products, “difficulty in selling” and 
“difficulty in buying” transformed into each other and 
succeeded each other. In the case of grain, oilseeds, 
cotton, hogs and other staple farm products, “difficulty 
in selling” was closely followed by “difficulty in buying,” 
which then transformed into a new round of “difficulty 
in selling.” “Difficulty in selling” and “difficulty in 
buying” also recurred frequently one after the other for 
silkworm cocoons, wool, rabbit hair, ramie, jute, and 
ambary. forming «. big vicious cycle. 


For grain, cotton, oilseeds, and other staple farm prod- 
ucts, the chief reasons that “difficulty in selling” trans- 
formed into “difficulty in buying” were as follows: a) 
There was a lack of clear understanding of the true 
nature of “difficulty in selling.” The temporary or local 
imbalance between supply and demand or the imbalance 
with respect to product mix was mistaken for an absolute 
surplus of supply. Accordingly, protective and preferen- 
tial treatments for agriculture were discontinued. This 
dampened the farmers’ enthusiasm about increasing 
production and led to the four years’ zero-growth in the 
output of grain, cotton, and oilseeds. b) Macro- 
regulation and control were not effective. c) During the 
period of “difficulty in selling” those farm products that 
were industrial raw materials, such as cotton, wool, and 
silkworm cocoons, factory production capacities were 
unreasonably expanded. This resulted in the subsequent 
problem that the supply of these farm products could not 
meet the factories’ demands. d) Some farm products 
were affected by fluctuations in the international market. 


The transformation of “difficulty in buying” these prod- 
ucts into “difficulty in selling” them was attributable 
mainly to the following factors: (1) Attention was 
devoted merely to agricultural production. No corre- 
sponding measures were taken to gear up the circulation 
of goods, processing of produce, and infrastructure con- 
struction. This did not meet the needs after a new 
bumper harvest. (2) Due to eagerness to solve the “dif- 
ficulty in buying,” some measures taken were aimed at 
tackling current and local problerns rather than long- 
term ind overall issues, sowing seeds for “difficulty in 
selling.” (3) During the period of “difficulty in buying” 
and the “big battles for commodities,” the problem of 
selling fake and shoddy products and passing off low- 
grade goods as high-grade goods became severe. This 
greatly affected the overall product quality, providing an 
optimum condition for a new round of “difficulty in 
selling.” 
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(4) Deep-rooted causes for the recurrence of “difficulty in 
selling and buying” farm products As far as the total 
quantity is concerned, at the time of “difficulty in 
selling” farm products, supply was not necessarily exces- 
sive. Similarly, when it was “difficult to buy” farm 
products and when the “big battles for commodities” 
occurred, supply was not necessarily insufficient. 
Instead, there were deep-rooted causes for the occur- 
rence of serious “difficulty in selling.” “difficulty in 
buying,” and the “big battles for commodities.” 


1. Various mechanisms existed that amplified fluctua- 
tions: There were two mech: isms amplifying fluctua- 
tions in production, one caused by farmers, the other by 
local governments. As farmers were engaged in separate 
productive activities and lacked timely information on 
supply and demand, they generally chose this year’s most 
profitable crop as the main crop they planned to grow 
next year. This was the case for most farmers, though 
plans made in this way were often outdated. Since China 
has 200 million farming households, a slight change in 
each one’s plan would result in a sizable increase or 
decrease in the total. So a craze in growing or not 
growing a certain crop would have a great impact on the 
up and down of the output of that crop. County govern- 
ments also tended to act in such a way. Sometimes, they 
arbitrarily called on farmers to grow a certain crop or 
even forced farmers to fulfill certain cropping quotas. 
Such actions helped amplify the ups and downs in 
production. 


With regard to the marketing of farm p:oducts, there 
were three mechanisms adding to fluctuations, caused by 
farmers, enterprises, and local governments respectively. 
When the harvest was good and farm products were in 
abundant supply, farmers were afraid of a decline in 
prices. They vied to keep less harvest in their hands and 
sell more. Conversely, when the harvest was poor, they 
expected a rise in prices and vied to keep more and sell 
less. When the 200 million farm households were 
increasing or slashing the quantity of a product they put 
on the market, the impact on market fluctuations was 
considerable. When a decline in prices was expected. the 
state’s supply and marketing cooperatives often took in 
less, refused to buy, or even purchase at purposely 
reduced prices. Sometimes, they even vied to dump their 
own stocks on the market. All these aggravated the 
farmers’ “difficulty in selling” their products and caused 
the prices to drop further. When the market was good, 
they offered higher prices in order to buy more, thus 
triggering a “big battle for commodities.” Moreover, 
some non-agricultural departments as well as enterprises 
and institutions that had nothing to do with agriculture 
and even self-employed businessmen remained still 
when farmers were experiencing “difficulty in selling” 
farm products, but when it was “difficult to buy” such 
products on the market, they rushed to purchase by 
offering high prices. Another problem was that some 
local governments’ actions were aimed at short-term 
targets and local interests only. For instance, when the 
harvest was good, many grain-producing provinces 
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wanted to increase the amount transferred to other 
provinces, while the other provinces wanted to take in 
less or postpone such in-bound transfer. When the har- 
vest was poor, many grain-producing provinces wanted 
to reduce the amount transferred to other provinces. 
They even put up blockade to guard against the outflow 
of their grain. In many grain-selling provinces [provinces 
to which grain-producing provinces used to sell their 
grain], purchasing agents were overactive. They drove up 
the prices and started a buying spree. Some local govern- 
ments even used administrative measures to close the 
free grain market and forced farmers to sell grain as they 
directed, thereby artificially creating a tense atmosphere 
and making farmers all the more reluctant to sell their 
harvest. 


2. Conflicts existed between the interests of producing 
and selling regions [regions producing farm products and 
regions to which farm products were sold]: One of the 
chief reasons for the above-mentioned activity carried 
out by local governments was that conflicts existed 
between the interests of producing and selling regions 
and nothing had been done to solve such conflicts either 
by macro adjustment or through coordinated efforts of 
the regions concerned. On the one hand, under the 
responsibility sysiems for finances, foreign trade, and 
grain and oilseed production, all staple farm products 
contained the producing region’s investment plus the 
local government’s subsidies. To producing regions, the 
outflow of these products to selling regions without an 
appropriate compensation would mean “an outflow of 
interests’; to selling regions, this would mean an extra 
profit. This forced some producing regions to block the 
outflow of their harvest or to increase the prices of their 
farm products as a way to protect their own interests. On 
the other hand, the state’s preferential-treatment polices 
created disparities between different localities. For 
instance, after the power of doing foreign trade business 
had been delegated to the local level, the system of 
“eating from the big common pot” with regard to 
financial subsidies created a situation where whoever 
had a greater export volume received a greater amount of 
subsidy from the central government. As a result, the big 
commodity battles directly related to exports became 
more and more acute. Examples were the “big battle for 
rabbit hair,” “big battle for ramie,” “big battle for 
silkworm cocoons,” and “big battle for prawns.” In 
1988, following the implementation of the financial 
responsibility system for foreign trade, the government 
set a fixed amount of the basic subsidy for all localities. 
But due to the varying amounts of foreign exchange 
retention and the price-differential subsidy from place to 
place plus the serious unreasonableness of foreign 
exchange rates, the various “big battles” still existed. 


3. Price adjustment was improper: “Difficulty in selling 
and buying” farm products, big dips and peaks in 
production, and sharp rise and fall in prices are clusely 
related and mutually affecting. Price adjustment plays a 
dynamic role in this regard because it can regulate supply 
and demand as well as affect production. The improper 
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work on price adjustments we did in the past produced 
the following effects on the “difficulty in buying” farm 
products and on the “big battles for commodities”: a) 
Prices were decontrolled, but no effort was made to 
Strengthen management. As a result, commodity circu- 
lation was in a disorderly state, and prices were pushed 
up in various ways, bringing about the “big battles for 
commodities.” b) Prices in adjacent areas differed 
immensely and nothing was done to equalize them. This 
resulted in an abnormal flow of farm products between 
adjacent areas, which also contributed to the breakout of 
the “big battles for commodities.” c) While all retail 
prices were going up and the government’s purchase 
prices for farm products remained comparatively low, 
the government further reduced the purchase prices for 
certain staple farm products. This caused production to 
decline and, accordingly, created the “difficulty in 
buying” these products. Our previous price adjustments 
also had numerous effects on farmers’ “difficulty in 
selling” their farm products. The most striking aspect of 
our improper price adjustments was failure to maintain 
a proper price gap between products of different quality 
and between products sold in different seasons. In 
southern provinces, “difficulty in selling grain” was 
actually difficulty in selling early long-grained rice. As 
for late-ripening non-glutinous rice and other species of 
fine-quality rice, supply often fell short of demand. One 
of the chief reasons for such a situation was our failure to 
maintain a proper price gap between rice of different 
qualities. This encouraged farmers to grow more early 
long-grain rice and less fine-quality rice. Another 
problem was that all farmers rushed to sell their rice right 
after the harvest, thus adding to the “difficulty in sell- 
ing.” And one of the main reasons for this problem was 
the lack of price differential for different seasons. So 
farmers were not enthusiastic about keeping their har- 
vest to be sold at a later date. 


5. The big waves of “difficulty in buying and selling” farm 
products differed from the normal, inevitable market 
fluctuations that appeared in the planned economy, and 
were more harmful than the latter Their conspicuous 
differences were: a) Quantitative difference. In general, 
normal fluctuations on the farm products market are 
small ups and downs caused by the situation of supply 
versus demand or by price differences due to seasonal 
reasons or other temporary or local factors. In contrast, 
the big waves of “difficulty in buying and selling” and 
the “big battles for commodities” represented big dips 
and peaks in supply and demand, sharp rise and fall in 
prices, and immense increase and decrease in produc- 
tion. Their magnitude of changes could be from several 
times to more than a dozen times. b) C ualitative differ- 
ence. Normal fluctuations on the farm pioducts market 
follow the law of supply and demand and the law of 
value and serve to regulate commodity circulation and 
production. So they are basically benign. The big waves 
of “difficulty in buying and selling” and the “big battles 
for commodities” were caused by artificial amplification 
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mechanisms. They reflected neither the situation of 
supply versus demand nor the change in value, and were 
destructive in nature. 


Their destructive effects were as follows: (1) As tar as 
farmers and agricultural production are concerned, first, 
they made farmers feel ill at ease and unaware of what to 
do. Second, they posed difficulties for reproduction and 
for farmers’ livelihood. Farmers’ interests were thus hurt 
to a serious extent. Even though high prices of farm 
products might give farmers some benefits, such gains 
were rather meager, and what is more, they were offset 
by the rise in prices for means of agricultural production. 
Third, the reasonable price ratio between different prod- 
ucts were disrupted. This not only made it impossible to 
coordinate the production of various farm products and 
the development of different rural undertakings, but 
resulted in a situation of lopsided development and 
caused various rural undertakings to elbow out each 
other. (2) As far as industrial and commercial enterprises 
are concerned, first, processing enterprises could not 
have a guaranteed stable supply of raw materials. Espe- 
cially during the period of “difficulty in buying” and the 
“big battles for commodities,” shortage of raw materials, 
decline in product quality, and skyrocketing prices 
forced these enterprises to totally or partially suspend 
their production and lose money. Second, “‘difficulty in 
buying” and especially “difficulty in selling” farm prod- 
ucts forced the state’s supply and marketing cooperatives 
to carry large stockpiles of goods. Their losses and debts 
shot up quickly. (3) Negative effects on urban con- 
sumers: During the period of “difficulty in buying” and 
the “big battles for commodities,” the sharp rise in the 
prices of grain, pork, poultry, eggs, and other nonstaple 
foods impacted on the normal daily life of residents and 
employees. During the period of “difficulty in selling,” 
urban residents sometimes had to eat old rice or stale 
meat. (4) The effects on government finances and the 
national economy were: First, the sharp increase in 
losses and debts on the part of industrial and commercial 
enterprises reduced their profit and tax contributions to 
the state and made it necessary for the government to 
give them more subsidies. Second, negative effects 
appeared on the export of certain farm products in terms 
of quantity, quality, and credibility, thus reducing for- 
eign exchange earnings. Moreover, some “‘big battles for 
commodities” started at home and later extended 
abroad, resulting in an “outflow of benefits.’ Third, 
“difficulty in selling’ farm products tied up large 
amounts of funds in major producing regions, thus 
affecting the development of other undertakings. “Diffi- 
culty in buying” and “big battles for commodities,”’ on 
the other hand, caused producing and selling regions to 
blockade each other and put up barriers between each 
other. This not only marred the growth of a unified 
market, but also hindered the exploitation of the advan- 
tages of both producing and selling regions, the rational 
layout of productive forces, and the all-round develop- 
ment of the national economy. 


As someone puts it, every big wave of “difficulty in 
buying” and “difficulty in selling” farm products and 
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every “big battle for commodities” was a disaster to 
production. It produced negative effects on piuducers, 
dealers, and consumers—all suffered from it. The only 
one who profited was the speculator. 


II. Proposed Measures To Solve “Difficulty in Selling 
and Buying” Farm Products 


Although the “difficulty in selling and buying” farm 
products and the “big battles for commodities” were 
phenomena appearing in the course of commodity cir- 
culation, the reasons for their occurrence involved pro- 
duction, circulation, distribution, and macro-regulation 
and control. That is, they were caused by production 
being out of step with sales, impeded commodity circu- 
lation, inharmonious interests, and ineffective regula- 
tion and control. Accordingly, our strategy to correct 
these phenomena is to implement the policies of bal- 
anced supply and demand (or coordination between 
production and sales), smooth commodity circulation, 
harmonized interests, and effective regulation and con- 
trol. In other words, we should make systematic, coordi- 
nated, and comprehensive efforts to solve the “difficulty 
in buying and selling” farm products. 


1) Balanced supply and demand (coordination between 
production and sales) To eliminate before the production 
process the potential factors creating “difficulty in 
selling and buying,” we should adopt four measures to 
coordinate production and sales and strike a balance 
between supply and demand: a) Macroeconomically, we 
should decide on an appropriate equilibrium point 
between the supply and demand of staple farm products 
for the short and medium periods as a basis for our 
national strategy. b) Microeconomically, we should let 
farmers base their production on sales and arrange sales 
before production. In recent years there are two effective 
ways for farmers to arrange sales before production: 
One, they can sign sales (purchase) contracts with the 
state’s supply and marketing cooperatives or other enter- 
prises. Two, they can join those organizations that inte- 
grate trade, industry, and agriculture or agriculture, 
industry, and commerce or production, supply and mar- 
keting. This way farmers and enterprises form an entity 
based on their common economic interests. Farmers not 
only have a guaranteed market for their products, but 
can also obtain various services before and during the 
course of production and increase the value of their 
products. The contractual arrangement for sales before 
production provides a radical solution to the problem 
that farmers are at a loss about what to do under the new 
market economic system. It can also effectively correct 
the problem caused by the two fluctuation-amplifying 
mechanisms in connection with production. c) Efforts 
should be made to adjust the farm production mix in 
terms of product variety and quality so as to meet the 
consumers’ demands. To do this, an overall plan is 
necessary and that plan should be reflected in the two 
kinds of production and sales contracts as mentioned 
above. Adjustment of farm production should be based 
on the principle of overall stability and minor changes, 
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and every precaution should be exercised against cre- 
ating a new imbalance between total supply and demand. 
From this viewpoint, we suggest that the following basic 
requirements be met: 110 million hectares of grain crops 
and 5.669 million hectares of cotton. With regard to 
grain crops, the appropriate ranges of adjustment of 
acreage sown to different grain crops are: about | percent 
for rice, 2 percent for wheat, 3 percent for corn, and 4 
percent for soybean. d) We should develop processing of 
farm products to meet market demands. Through pro- 
cessing, for example, some primary products can be 
transformed into animal feed or prepared foods required 
by the market. 


2. Smooth circulation of commodities There are five 
major factors pertinent to commodity circulation that 
led to the difficulty in selling and buying farm products, 
namely, rigid control and sales monopoly, undeveloped 
market, backward infrastructure, inter-regional barriers 
and blockade, and the three fluctuation-amplifying 
mechanisms. Because of this, we have proposed the 
following five measures: a) We should reform our com- 
modity circulation system. First, in a step-by-step and 
planned way, we should completely liberalize the five or 
six kinds of farm products that have yet to be fully 
decontrolled. Second, we should institute a multifaceted, 
multiform, and multichanneled system for the circula- 
tion of commodity. In particular, farmers should be 
encouraged to get organized and do their own marketing. 
b) We should form and make perfect a developed market 
system centering on spot wholesale markets. In view of 
the weaknesses in the present market system, we have 
proposed seven measures 1n order to give full play to the 
role of markets. c) We should speed up infrastructure 
construction in the fields of warehousing, transportation, 
communications, and information. d) We should ratio- 
nalize the relationship of interests between producing 
and selling regions and remove inter-regional blockade 
and barriers mainly by economic means. e) We should 
establish and make perfect a reserve system for farm 
products and an emergency fund against risks to elimi- 
nate the influence of the three fluctuation-amplifying 
mechanisms in connection with commodity circulation. 


3. Harmonized interests Four coordinated measures have 
been proposed to correct the irrational relationship of 
interests between different regions: a) producing and 
selling regions should form economic alliances or engage 
in joint operations. One of the methods is that adjacent 
areas of different provinces may jointly build a border 
market, set up a border trade belt, or establish a common 
market. Another method is the formation of joint farm 
products companies by producing and selling regions. b) 
Adjacent provinces and regions should coordinate their 
policies. management, and prices for farm products and 
supervise each other in this respect. c) The state should 
adjust the relationship of interests between producing 
and selling regions. In 1992, for example, the state 
required cotton-selling regions to pay 25 yuan to cotton- 
producing regions for each ton of cotton supplied by the 
latter as a fee for supporting cotton production. That was 
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a Significant initial step taken by the central government 
to adjust the unbalanced interests between producing 
and selling regions. d) We should organize and popu- 
larize well-organized economic alliances that integrate 
production, supply, and marketing and cover trade, 
industry, and agriculture. Such alliances may involve 
different departments, regions, and ownership systems. 


To protect farmers against losses in selling their products 
due to “difficulty in selling” or “the negative effect of the 
low grain price,” three measures have been proposed: a) 
We should have a protective price for government pro- 
curement of staple farm products and a ceiling price for 
means of agricultural production. b) We should have 
moire farmers join economic organizations based on 
their common interests, such as those integrating pro- 
duction, supply, and marketing or trade, industry, and 
agriculture. (3) We should popularize agriculture insur- 
ance under appropriate conditions. 


4. Effective regulation and control We should form an 
effective macro-regulatory and control system mainly by 
the following measures: a) Special reserve systems for 
staple farm products like grain, oilseeds, and cotton 
Should be set up and made perfect at the central and 
provincial levels. Government procurement of these 
products from farmers should be at the protective prices. 
Local governments may store some essential staple farm 
products as reserves if they are financially capable of 
doing so. b) Imports and exports of farm products should 
be regulated in line with domestic market demands. 
Since imports and exports are usually in large amounts, 
they have a significant effect on solving the shortage or 
stockpile of farm products. In this regard, what is most 
needed is our understanding and foresight about changes 
in the international market. For example, when signs 
appear on the domestic market showing it will be ‘‘dif- 
ficult to buy grain,” we should promptly import some 
grain to cover the shortage. When signs of “difficulty in 
selling grain” appear on the domestic market, we should 
export our overstocks as early as possible. It 1s impera- 
tive to truly correct the abnormal state of affairs—known 
as “negative assistance’’—as experienced in the recent 
past. That is, large amounts of grain and oilseeds were 
imported when domestic products were overstocked, 
while large amount of these items were exported when 
“big battles’ to buy them broke out at home. c) We 
should make arrangements for producing and selling 
regions to benefit and help each other. When we 
encourage producing and selling regions to consult, 
cooperate, and coord.nate with each other on their own 
initiative, we do not mean that the state should be 
indifferent and take a laissez-faire attitude about them. 
Actually when the numerous “big battles for commodi- 
ties” broke out, the state authorities concerned did issue 
repeated orders to stop the panic purchase of silkworm 
cocoons and certain other products. However, more 
important is for the state authorities to make s, stematic 
and in-depth investigations and studies of the relation- 
ship of interests between producing and selling regions, 
make the best use of the conditions available, and guide 
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them to benefit and help each other. In addition, the 
state authorities should encourage and popularize the 
application of those methods that have proved effective 
through practice in promoting mutual benefit and assis- 
tance between producing and selling regions. This will 
bring the state’s macro-guidance role into full play. d) 
Under the new circumstance of multichanneled compe- 
tition, the state’s supply and marketing cooperatives 
should play the role of the main channel. First, they 
should expand their business volumes and boost their 
buying, selling, and market-adjustment abilities. Second, 
they should successfully carry out the tasks assigned by 
the state in keeping appropriate reserves of farm prod- 
ucts. 


As far as easing the waves of “difficulty in selling and 
buying’ farm products is concerned, coordination 
between production and sales is the fundamental task, 
smooth circulation of commodities plays the key role, 
harmonization of interests is the work at the core, and 
effective regulation and control may be considered as a 
leading job. We must do these four things at the same 
time in a systematic and well-coordinated way so as to 
make comprehensive efforts to solve the problem. As 
long as all concerned—from the top down and in all 
localities—have the same understanding, make con- 
certed efforts with one mind, take serious and effective 
measures to guide and carry out this work, and continue 
to do so with perseverance, we believe that it is possible 
to cure the stubborn disease of “difficulty in selling and 
buying,” which appeared from time to time during the 
past decade, causing serious harm to our agriculture and 
national economy. We also believe that our agriculture 
and rural economy are bound to embark on a course of 
steadier, faster, healthier, and more harmonious devel- 
opment. 


Sichuan Hog Output Declines 
94CE0397U Chengdu SICHUAN JINGJI RIBAO 
in Chinese 3 May 94 p 3 


[Summary] At present, Sichuan Province has 52 million 
hogs in stock, sows number 4,200,000, piglets 8,400,000, 
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and porkers 39,400,000, decreases of 4.3 percent, 8.7 
percent, 9.7 percent, and 3.4 percent from the same 
period in 1993. Reasons for the decline are: 


1. Grain output declined in 1993, and the market price 
of grain increased. At present, the price of corn in rural 
markets is 1.00 yuan per kilogram, and mixed feed is 
0.96 yuan per kilogram, increases of 20.5 percent and 
21.5 percent respectively over the same period in 1993, 
The cost of raising hogs exceeds profits. 


2. According to some counties, in general 30 percent of 
the rural labor in one county has left to find work outside 
Sichuan. In some counties rural households not raising 
hogs account for about 65 percent of total households. 


3. At present the slaughter of hogs and circulation links 
are out of control. Careless slaughter has resulted in sales 
of diseased pork on the market, and the spread of 
epidemic disease throughout Sichuan, which severely 
affects the stability and development of hog output. 


At present the procurement price of hogs is 4.50 yuan per 
kilogram, and the price of hogs entering factories is 4.90 
yuan per kilogram, increases of 33.9 percent and 49.4 
percent over the same period in 1993. 


It is estimated that in the first quarter of 1994 Sichuan 
will procure 2,100,000 hogs, sell 800,000, and ship 
1,400,000 hogs to other provinces, decreases of 15.2 
percent, 18.4 percent, and 28.3 percent from the same 
period in 1993. 


Guangxi Rural Saving Deposits 


94CE0397T Chongging XINAN JINGJI RIBAO 
in Chinese 20 Apr 94 p 1 


[Summary] At the end of February, rural saving deposits 
in Guangxi totaled 10.541 billion yuan, an increase of 
414 million yuan over the same period in 1993. 
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‘Flourishing’ Private Schools Examined 


94CM0233A Shanghai SHEHUI [SOCIETY] 
in Chinese No 110, Mar 94 pp 33-34 


[Article by Xi Ling (3588 7227): “Multi-Dimensional 
Perspective on Private Schools] 


[Excerpt] Even though private schools appea.ed in 
China back in 1982, it has only been during the past two 
years that they have grown and flourshed on a large 
scale. 


In August 1992, a private school that claimed to be the 
largest since founding of the People’s Republic, Guangya 
primary school, opened in Chengdu. It aroused wide- 
spread public attention, thereby opening a new page in 
the history of China’s private schools. It was not 
Guangya primary school’s size but its high fees that 
caused a sensation: Each student made a one-time pay- 
ment of 18,000 yuan for school construction, and each 
student paid an additional 4,200 yuan each semester for 
tuition, room and board. Fees at the private Jinghua 
primary school, which opened at about the same time as 
Guangya primary school, were even higher. This school 
required each student to pay 13,500 yuan each year for 
tuition and room and board, and each student had to 
make a one-time payment of 30,000 yuan to the school 
construction fund. 


Nevertheless, this sum of money was nothing at all 
compared with what Yinghao Middle School in Guang- 
zhou charged. Each student entering that school had to 
make a one-time payment of 150,000 yuan into an 
education fund. A fee of no less than 12 percent of 
150,000 was collected each year for normal teaching 
expenses. At graduation time, 150,000 yuan was 
returned to the student. 


However, this was still far from being the most expensive 
school. At the private Chaoneng International School in 
Huizhou, Guangdong, the payment into the education 
fund ran to 200,000 yuan. For people making an income 
of about 3,000 yuan per year, such expensive fees were 
simply astronomical; thus, those able to attend these 
schools were certainly not the common people. In 
Guangdong, the millionaire owner of a private concern 
had one son; and even though he himself could not read 
a word, he wanted his son to obtain the highest possible 
diploma. From the time that the child began to talk, he 
had a teacher come to his house to teach him. Despite 
the greatest effort, for various reasons, matters did not 
turn out as hoped. When he heard that a private school 
could relieve him of his worries and make his long- 
cherished wish come true, he forked over 60,000 yuan 
for his son to enter a private school. The co-pilot of a 
southern airline, whose monthly salary was several thou- 
sand yuan and who was flying all year round and unable 
to look after his children, had to pin his hopes for his 
children’s education on a private school. He felt that 
investing money in his children’s education was most 
worthwhile. 
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Miss Cao is the Beiing representative of a certain 
corporation in Papua New Guinea. Her child ts in the 
second grade of a boarding school in Beijing. She felt that 
more than 40 pupils in each class at that school were too 
many. The teacher could not attend to all of them. 
However, a private school had a “small class system,” of 
25 pupils in each class, and it taught English too. This 
made her give up the idea of having the child go to school 
in Hong Kong during the second half of the year. 
According to her, many of her friends were planning to 
bring their children back from Hong Kong, because 
mainland school fees were much cheaper than those for 
private schools in Hong Kong. 


In Beijing, two men from a firm came to register their 
children at the same time. Originally, they figured that 
the 30,000 yuan sponsorship fee would be paid by their 
firm, but no agreement was reached on this, so they 
simply put up the money themselves. “After all, when an 
organization puts up money, that is no indication of a 
person’s worth; a greater indication of personal worth is 
whether one looks after one’s own children,” they said. 


However, not every head of household who registers has 
a lot of money. After hearing a briefing at a school, a 
state-owned enterprise worker named Li felt the fees 
were more than he had imagined, but he gritted his teeth 
and registered anyway. He said that he would need help 
from his close friends to pay the expensive tuition. 


Statistics from a private school in Yunnan show that 10 
percent of the student’s parents are owners of small 
businesses, 50 percent are owners of medium size busi- 
nesses, and the remainder are from various strata of 
society such as the legal, medical, or cultural and 
teaching professions. Statistics for a private school in 
Beijing are as follows: 39.2 percent are children of the 
heads of companies or enterprises and of persons in 
charge of high technology enterprises, 17.9 percent are 
children of personnel from elsewhere who are stationed 
in Beijing, 14.7 percent are children of personnel sent 
abroad, 8.2 percent are the children of agents of foreign 
concerns in China, 5.5 percent are children of private 
business owners, and 14.5 percent are other. Figures may 
be dry, but they are best able to illuminate issues. 


It would be dead wrong to conclude that the doors of 
private schools are open only to “aristocrats.” In fact. of 
the thousands of private schools in the country, those 
that have high fees and cater to the children of wealthy 
families number no more than 40-odd Although most 
private schools do charge higher fees that public schools, 
their fees are within the means of those who work for 
wages and salaries. 


The several civilian-operated middle schools that set up 
student enrollment sites on Haidian Road in Beijing 
during the summer of 1993 charged no more than 1,200 
per semester. At Junyi Middle School, which practiced 
closed management, and in which all students were 
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boarded, students paid only 1,500 yuan for tuition and 
miscellaneous fees and 1,200 for food and lodging each 
semester. 


Approximately 60 percent of the students attending the 
nearly 100 private schools in Zhejiang Province come 
from wage and salary earning families. Most of the 
students in the more than 10 private schools in Yongxian 
in Guangxi are the children of peasant families who “toil 
on the land.”’ An overwhelming majority of kindergar- 
tens are playgrounds for the children of “ordinary folk!” 


Although the fees that private schools charge are gener- 
ally higher than for public schools, and the schools do 
not even give diplomas (very many civilian-run middle 
schools may not issue diplomas), pupils flock to them. 
Before the school term began, many parents from out- 
side Beijing who heard about it came to the Bowen 
Primary School in Beiying. Finally, the school accepted 
10 students from places such as Shandong, Hebei, 
Henan, and Shenzhen. The Jinghua private school 
planned an enrollment of 50 first form to fourth form 
students, but in less than a month more than 100 had 
registered. The number of registrants for the first and 
fourth forms was oversubscribed. On the very first day 
that students were enrolled at the Nanjing Xiaozhuang 
Experimental School, the school ran out of briefing 
materials and had to rush print an additional 500. The 
school received more than 70 registration forms on the 
first day of a total enrollment of 256. 


People cannot help but ask what attracts so many stu- 
dents and parents? 


It cannot be denied that high educational goals are the 
first thing that attracts people. Virtually all types of 
private schools today emphasize preparation of students 
for the twenty-first century. The schools are run for 
all-around developnient of ethics, intelligence, the body, 
aesthetics, and work. The idea in running the schools 1s 
to produce people who have expertise. In Shanghai, the 
New Century Private Primary School and the New Age 
Middle School begin teaching foreign languages in first 
grade. By the time the pupils are in senior middle school, 
they have pretty well mastered one foreign language, so 
they begin a second foreign language. The primary 
school also has a computer course. '1 middle school, the 
students gain a basic knowledge of computer hardware 
and software. 


Very many schools have a plentiful teachers to make sure 
they attain their goals. Jinghua private primary school 
hired 46 highly experienced teachers who were graduates 
of renowned universities such as Beijing University and 
Beijing Normal College, and it also hired an American to 
teach English. Many highly experienced teachers who 
have retired or who are still employed as teachers have 
been hired at high salaries to teach in private schools. 
The teacher-student ratio has risen from the 1:10 in 
public schools to 1:5. An overwhelming majority of the 
23 teachers that the Beijing Zhengze private middle 
school has hired are leaders from the teaching and 
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research sector in all districts, and high-level teachers in 
important city and district middle schools. One school in 
Shanghai offers special music, dance, and art teachers as 
the pupils’ talents require. 


Very many people appreciate the flexible curriculum and 
the open style teaching methods. Responding to market 
demand, the Huanan private girls academy set up a 
curriculum that changed as the market changed. In 1985, 
foreign language classes emphasized English for tourism; 
in 1986, it emphasized English for foreign trade; in 1987, 
it emphasized English for secretaries; and in 1989, it 
changed back to an emphasis on English for interna- 
tional finance and banking. Thus, it was able to say that 
‘“‘we have what others do not have; what others do, we do 
better; and what others are doing very well, we are doing 
innovatively.”” The New Century School in Yunnan 
devotes one day each week to social activities day during 
which students may go outside of school to experience 
life. The Guangya primary school in Sichuan gives pupils 
military training, holds flag raising ceremonies, and uses 
both Chinese and English to recite the pledge of alle- 
giance: “I am Chinese; I love China. I want to make my 
motherland more beautiful, more prosperous and stron- 
ger.’ The school also regularly organizes pupils to con- 
duct social surveys in village fields and peasants homes. 
It permits these fortunate pupils who have been brought 
up in a cloistered environment to experience personal 
privations and hardships such as they cannot imagine. 


It does without saying that the comfortable and luxu- 
rious living conditions and first-rate teaching facilities 
make many parents hearts thump with excitement. Both 
Guangya and Jinghua primary schools have computer 
rooms, piano salons, language laboratories, body- 
building rooms, close circuit television, and central 
air-conditioning. Some school dormitories are also 
equipped with ultra-violet disinfecting lights, and nurses 
and nutritionists are provided for the students. At the 
Jinghua Primary School, each class has a “life class 
manager,’ who is responsible for student’s extracurric- 
ular life. In addition to three square meals a day, snacks 
and fruit are provided. This produces a “one-day, five- 
meals system” that combines both Chinese and Western 
elements. At Bowen primary school, managers and 
nurses are responsible for student’s food, beverages, 
daily life, and extracurricular activities. The school also 
provides all-day scheduled vehicle runs on week-ends to 
pick up and deliver students at their homes. [passage 
omitted] 


Statistical Report on 1993 Educational 
Development 

94CM0258A Beijing ZHONGGUO JIAOYU BAO 
in Chinese 19 Mar 94 p 3 


[Statistical Communique on 1993 Educational Develop- 
ment] 


[Text] In 1993, the CPC Central Committee and the 
State Council promulgated the “Outline Program for the 
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Reform and Development of Education in China,” a 
blueprint for building a socialist education system with 
Chinese characteristics. Then, the Standing Committee 
of the National People’s Congress approved the **Teach- 
ers’ Law of the People’s Republic China,” which put the 
construction of China’s teacher contingent under the 
legal system. Later, the Third Plenary Session of the 14th 
CPC Committee adopted the “Decision on Some Issues 
Concerning the Establishment of a Socialist Market 
Economic Structure,” which further outlined the direc- 
tion of our educational reform and development. The 
promulgation and implementation of the above prin- 
ciple, policy, and law have instilled new vitality into our 
education work and effectively propelled the develop- 
ment of education projects in all fields and at all levels. 
At the same time, some questions have also appeared 
and deserve our attention. 


Basic Education 


1. Steady progress in popularizing nine-year compulsory 
education. 


Since the “Compulsory Education Law of the People’s 
Republic of China” was promulgated in 1986, elemen- 
tary education has been popularized in most parts of the 
country. In big cities and some economically developed 
areas, efforts are being made to popularize junior high 
school education. To further promote the nine-year 
compulsory education throughout the country, the State 
Education Commission has instituted a “two basic” 
(basically popularizing the nine-year compulsory educa- 
tion and basically wiping out illiteracy among middle- 
aged and young people) appraisal system. Up to now, 26 
provinces, autonomous regions, and municipalities have 
conducted such “two basic” appraisals covering some 
350 counties (cities and districts). Meanwhile, continued 
efforts have been made to popularize compulsory edu- 
cation at the elementary school level. In 1993, our 
country had 697,000 elementary schools. Students 
admitted to the schools that year numbered 23,534,800, 
up by 1,702,800 from the preceding year. The total 
enrollment was 124,212,400 million, surpassing the pre- 
ceding year by 2,199,600 million. Of the school-age 
children around the country, 97.7 percent were attending 
schools (covering different school ages and school sys- 
tems in various localities). This was 0.5 percentage 
points higher than the preceding year. The percentage of 
elementary school graduates attending junior high 
schools reached 81.8 percent, up 2.1 percentage points 
compared with the preceding year. Compulsory educa- 
tion at the junior high school level also showed a certain 
degree of development. In 1993, there were 68,415 
regular junior high schools across the country. The 
number of new students enrolled that year was 
14,789,400 million, surpassing the preceding year by 
139,300. The junior high schools had a total enrollment 
of 40,822,000 million, up by 162,900 compared with the 
preceding year. In addition, there were 1,582 vocational 
junior high schools. New students enrolled in 1993 
numbered 266,500, and the total enrollment was 
562.400, roughly the same as a year ago. The gross rate of 
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children attending junior high schools was 73 percent, or 
1.2 perceniage points higher than the preceding year. 
The percentage of junior high school graduates going to 
senior high schools was 44.1 percent, an increase of 9.7 
percentage points above the preceding year’s record. 


2. Regular senior high school education continued to 
decline in scale. 


In 1993, our country had 14,380 regular senior high 
schools, jess than the preceding year’s number by 470. 
New students admitted to these schools totaled 
2,283,400 million, down by 63,900 compared with the 
preceding year. The total enrollment was 6,569,100 
million, showing a drop of 479,800 from the preceding 
year. 


3. Relatively big progress in developing special and 
preschool education. 


In 1993, our country had 1.123 special education 
schools, 96 more than the preceding year. New students 
admitted to the special education schools in 1993 
reached 33,500, surpassing the preceding year by 4,000. 
The students studying in these schools totaled 168,600, 
up by 39,100 over the preceding year. There were 
165,200 kindergarten across the country with a total 
enrollment of 25,525,400 million. The enrollment was 
1,243,300 million more than the preceding year’s record. 


4. Increased number and better quality of teachers of 
high and elementary schools. 


In 1993, there were 3.1668 teachers in the regular high 
schools (including junior and senior high schools) 
throughout the country, 20,700 more than the preceding 
year. Elementary school teachers totaled 5,551,800 mil- 
lion, or 25,300 more than the preceding year. Among 
high and elementary school teachers. the percentage of 
those with qualified educational backgrounds was on the 
rise. Among senior high school teachers, the percentage 
was 51.1 percent, or two percentage points higher than 
the preceding year. In the case of junior high school 
teachers, it was 59.5 percent, or 3.9 percentage points 
higher than the preceding year. As for elementary school 
teachers, it was 84.7 percent. or two percentage points 
higher than the preceding year. With regard to the 
percentage of teachers with professional teaching back- 
grounds, it was as high as 90 percent for senior high 
school teachers, surpassing the preceding year by four 
percentage points. The percentage was 81 percent for 
junior high school teachers, three percentage points 
higher than the preceding year, and 83 percent for 
elementary school teachers, two percentage points higher 
than the preceding year. The percentages of high-grade 
and first-rate teachers in senior and junior high schools 
and elementary schools were 42.18, 18.71, and 11.88 
percent respectively. Compared with the preceding year, 
these were up, respectively, by 3, 1.6, and 1.5 percentage 


points. 
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5. Arduous task in popularizing junior high education. 


On the whole, since the Decision on the Reform of the 
Educational System was promulgated in 1985, our coun- 
try’s basic education has developed well, and relatively 
big progress has been made in popularizing the nine-year 
compulsory education. Now, the percentage of elemen- 
tary school-age children attending schools has increased 
each year, and eleinentary education has been basically 
popularized in most localities. However, development of 
junior high school education is still at a slow pace. For 
many years, the number of students at junior high 
schools has remained at the same level—around 40 
million. To meet the target of 55 million junior high 
school students by the end of this century, we must gear 
up our efforts. In 1993, the gross rate of students 
attending junior high schools was oniy 73 percent, well 
below the target rate. Moreover, the dropout rate in 
junior high schools continued to rise in the last two 
years—5.8 percent in 1992 and 7.1 percent in 1993. 
Among junior high school teachers, only 59.5 percent 
had qualified educational backgrounds, while high-grade 
and first-rate teachers accounted for only 18.7 percent, 
less than one-half of the percentage in senior high 
schools. Because of this, strengthening junior high edu- 
cation and striving to increase the rate of students 
attending junior high schools should be considered a key 
to achieving the “two basic” objectives in developing 
education. 


6. Inadequate funds and other conditions for developing 
elementary and high schools. 


The last few years have witnessed an acute shortage of 
funds for developing education. The part of public funds 
used in running schools has declined each year. Partic- 
ular noteworthy is that, in many provinces and autono- 
- mous regions, elementary and high schools are unable to 
pay their teachers on time. With regard to the renovation 
and construction of school buildings, elementary and 
high schools have by and large met the target of ‘one no 
and two have” (no school has a dilapidated building: 
every grade has a classroom, and every student has a 
desk and a chair) in recent years, thanks to the efforts 
made to raise funds from various sources to meet the 
schools’ needs. In 1993, the percentage of dilapidated 
buildings in elementary and high schools nationwide 
showed a slight decline to 1.96 percent from the pre- 
ceding year’s 1.97 percent. However, the percentage in 
rural areas began to pick up—it was 2.19 percent in 1992 
but rose to 2.27 percent in 1993. 


Vocational and Technical Education 


1. Considerable progress of secondary vocational and 
technical education. 


Under the impact of the State Council's “Resolution on 
Vigorous Development of Vocational and Technical 
Education,’ education in this field has shown consider- 
able development. In 1993, there were 16,842 vocational 
and technical schools of various kinds equivalent to the 
level of senior high schools. This number was 280 more 
than the preceding year. A total of 3.1612 million 
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students were admitted to these schools in 1993, sur- 
passing the preceding year’s record by 725,600. The total 
enrollment reached 7.623 million, showing an increase 
of 795,000 over the preceding year. The proportion of 
such students to the total number of students at the 
senior high school level reached 53 percent as against 49 
percent in 1992, meeting ahead of schedule the target set 
in the above-mentioned resolution. 


2. Rapid development of ordinary specialized secondary 
schools 


In 1993, the number of ordinary specialized secondary 
schools reached 3,964, an increase of 61 compared with 
the preceding year. The number of students admitted to 
these schools that year was 1.1489 million, an increase of 
269,700, or 30.7 percent, over the preceding year. The 
schools had a total of 2,820,300 students. This was 
411,900 more than the preceding year’s figure. 


Changes are noted in the specialties chosen by new 
students. Numbers of students of finance and eco- 
nomics, physical education, and arts were on the rise, 
while there was a downward trend of students choosing 
engineering as their major. Among the new students, 
those majoring in finance and economics increased 
sharply. Of the above-mentioned 269,700 additional 
new students, 95,000 were finance and economics 
majors, accounting for 35 percent. 


3. Considerable progress in developing vocational sec- 
ondary schools 


In 1993, our country had 8,430 vocational senior high 
schools, 136 more than the preceding year. New students 
admitted to these schools numbered 1.348.800. an 
increase of 208,800 over the preceding year, while the 
total enrollment was 3,063,500 million, up by 199,700. 


4. Skilled worker training school took 1n more students 


In 1993, the number of schools for training skilled 
workers reached 4,477, an increase of 85 from the 
preceding year. New students admitted to these schools 
numbered 663,500, up by 61.700 compared with the 
preceding year. The total number of students was 1.739 
million, surpassing the preceding year by 183.000. 


Regular Higher Education 


1. A sharp increase 1n students attending regular institu- 
tions of higher education. 


Students admitted to regular institutions of higher edu- 
cation continued to increase in the past two years, the 
magnitude of increase each year being more than 20 
percent. In 1993, the number of regular institutions of 
higher education reached 1,065, up by 12 over the 
preceding year. Students admitted to regular and special 
colleges numbered 924,000, surpassing the preceding 
year by 170,000 or an increase of 22.5 percent. The total 
number of students was 2.5355 million, up by 351.100, 
or 16.1 percent over the preceding year. Students 
admitted to graduate schools totaled 42,100, surpassing 
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the preceding year by 8,700 or 26 percent. Of the new 
students, 6,200 were studying for doctorate, and 35,700 
for the master’s degree. Graduate school students totaled 
106,800, showing an increase of 12,600, or 13.4 percent, 
compared with the preceding year. They included 17,600 
students studying for doctorate and 88,800 for the mas- 
ter’s degree. 


2. A further increase in students under the entrusted 
training program and students paying their own tuition. 


While the state mandatory plan remained stable with 
respect to enrollment of students, there was a rapid 
increase in the students enrolled under the state regula- 
tory plan. Of the new students admitted to institutions of 
higher education, 561,000, or 60.7 percent, came under 
the state mandatory plan. This was 12.26 percentage 
points less than the preceding year. Those under the 
entrusted training program and those paying their own 
tuition totaled 360,200. They accounted for 39 percent 
of the new students, up 12.31 percentage points over the 
preceding year. Of the total number of students, 
1,926,500, or 75.98 percent, were under the state man- 
datory plan, down by 9.09 percentage points compared 
with the preceding year, and 603,700, or 23.81 percent, 
were students under the entrusted training program or 
were tuition-paying students, up by 9.64 percentage 
points. 


3. Changes in proportions of students at different levels 
and of different majors. 


With the increase in the students admitted to institutions 
of higher education, there was a change in the propor- 
tions of graduate students, undergraduates, and students 
studying in regular and special colleges. Newly enrolled 
graduate students and undergraduates were in the ratio 
of 1:25.9 as against 1:25.4 in the preceding year. Of the 
newly enrolled undergraduates, the ratio of students 
studying in regular colleges to those in special colleges 
increased to 1:1.16 from the preceding year’s 1:1.39. 


The change in the majors of newly enrolled students was 
that there were more students majoring 1n liberal arts, 
finance and economics, politics and law, physical educa- 
tion, and various fields of arts. The percentage of new 
students majoring in finance and economics increased 
by 3.16 percentage points over the preceding year. A 
downward trend is noted in the percentage of students 
majoring in science and engineering. 


4. Inadequate facilities for operation of institutes of 
higher education. 


With the rapid development of higher education, some 
noteworthy problems have cropped up: The imbalance 
between investment and development became further 
intensified. The problem of inadequate facilities for 
conducting higher education was ever more pronounced 
than before. A further decline is noted in both the 
students’ living conditions and the schools’ teaching 
facilities. An increased number of schools had inad. - 
quate facilities to meet the requirements for conducting 
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higher education. In regular institutions of higher edu- 
cation, the average campus building space per student 
dropped to 42.4 square meters from the preceding year’s 
46.7 square meters. Some schools had insufficient dor- 
mitory space for their students. The average dormitory 
space per student in regular institutions of higher educa- 
tion declined to 6.2 square meters from 7.2 square 
meters in the preceding year. Another problem was that 
some scnools were seriously short of laboratory equip- 
ment for education and research. 


Adult Education 


1. Rapid development of certificate-awarding higher 
education for adults. 


After several years’ curtailment of its scale, certificate- 
awarding higher education for adults began to show fast 
development in 1992. In 1993, there were 1,183 institu- 
tions of higher education for adults, a drop of 15 from 
the number in the preceding year. In addition, 796 
regular institutions of higher education had correspon- 
dence courses and night schools for adults. New students 
enrolled in adult institutions and schools (including 
radio and TV universities, correspondence schools, and 
night universities) totaled 862,700, an increase of 
271,000, or 45.8 percent, over the preceding year. Total 
number of adiit students was 1,862,900 (including 
131,000 studeni. of radio and TV universities and 
correspondence courses), an increase of 384,200. Of all 
institutions of higher education for adults, management 
cadre colleges and radio and TV universities showed the 
fastest increase in enrollment. The new students 
admitted to these two categories of schools increased 
from 30,000 and 145,800 in 1992 to 59,600 and 213,300 
in 1993, up 98.7 and 46.3 percent respectively. 


2. Changes in specialties of certificate-awarding higher 
education for adults. 


There was an increase in the percentage of adult students 
admitted to schools of finance and economics, politics 
and law, science, and medicine. New students majoring 
in finance and economics showed the fastest increase. 
Their percentage was 6.73 percentage points higher than 
the preceding year. Students admitted to normal colleges 
declined by 4.12 percentage points. 


3. Less students taking non-certificate-awarding courses 
run by institutions of higher education for adults. 


There was a decline in the number of students taking 
non-certificate-awarding courses (exclusive of seminars 
giving professional certificates) run by institutions of 
higher education for adults. In 1993, 1,567,200 million 
adults finished such courses, down by 204,000, or 11.59 
percent, from the preceding year. Those taking on- 
the-job-training courses showed a remarkable 23.3 per- 
cent decline from the preceding year. 
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4. Further development of elementary and secondary 
technical education for adults. 


In recent years, the number of elementary and secondary 
technical schools for adults, mostly farmers, has been on 
the rise. In 1993 the number of adult technical schools 
throughout the country increased to 298,300, or 14,200 
more than the preceding year. As many as 57,068,000 
million people attended these schools and graduated, 
showing an increase of 7,482,900 million above the 
preceding year. Of these schools, 288,500 were technical 
schools for farmers, 17,000 more than the number a year 
ago. The number of graduates from these schools 
reached 52,814,600 million, or 8,213,600 more than the 
preceding year. Farmers attending such technical schools 
accounted for 12.2 percent of the total rural labor force, 
up 1.8 percentage points compared with the preceding 
year. Throughout the country, 30.7 percent of the town- 
ships and 81.1 percent of the villages had technical 
schools for farmers. Meanwhile, there were 9,800 tech- 
nical training schools for staff members and workers. 
This number was 2,800 less than the preceding year. The 
number of graduates totaled 4,253,400 million, down by 
730,700 from the preceding year. 


Secondary specialized schools for adults, mainly staff 
members and workers, showed a certain degree of devel- 
opment. The number of such schools reached 4,783. This 
was seven more than the number a year ago. New 
students admitted to the schools numbered 856,700, or 


SOCIAL 47 


143,600 more than the preceding year. The total enroll- 
ment was 2,067,600 million, an increase of 323,300 over 
the preceding year. 


5. Relatively quick development noted in conducting 
special examinations at higher and secondary levels for 
self-study students. 


In 1993, nationwide examinations for self-study students 
at higher education level were held for 142 specialties. 
This was 11 more than the preceding year. A total of 
4,838,100 million people took part in the examinations. 
Of them, 127,100 passed the examinations. In addition, 
15,100 passed the examinations equivalent to the level 
of secondary specialized schools. In 1993, some profes- 
sional-qualification examinations were also held for 
those whvu liad completed non-certificate-awarding edu- 
cation courses. 


6. Upwards of 5 million illiterates educated in three 
years. 


In 1993, there were 106,400 literacy schools (classes) 
across the country. This was 5,000 less than the pre- 
ceding year. A total of 5,481,700 million people attended 
the schools (classes) and graduated, showing an increase 
of 248,600 over the preceding year. The efforts over the 
past three years benefitted more than 5 million illiter- 
ates, and each year the plan for wiping out illiteracy was 
overfulfilled. 





Regular Schuols in China-1993 













































































(Unit: 10,000 
people) 
Schools (Insti- Graduates New Students Total Enroll- Total Faculty Full-Time 
tutes) Admitted ment Members Teachers 

Total 965382 5028.45 6252.52 20813.01 1377.52 1061.55 
i. Graduate students (722) 2.82 4.22 10.68 
I. Institutions of higher educa- (402) 2.58 3.91 9.84 
tion 
2. Science research units (320) 0.24 0.31 0.84 
I1.Regular institutions of higher 
education 
Regular and special colleges 1065 $7.07 92.40 253.55 102.13 38.78 
State mandatory program 49.46 56.12 192.64 
Entrusted training 5.74 22.62 37.20 
Tuition-paying students 1.64 13.40 23.17 
Regular and special teacher 0.23 0.26 0.54 
training programs 
Ill. Regular secondary schools 101316 1591.89 2050.28 5558.14 537.96 381.97 
1. Secondary specialized schools 3964 73.55 114.89 282.03 $1.13 23.93 
Secondary technical schools 3046 50.73 86.54 209.83 40.29 18.12 
Secondary normal schools 918 22.82 28.35 72.20 10.84 5.81 
2. Skilled worker schools 4477 49.74 66.35 173.90 33.52 15.03 
3. Regular high schools 82795 1365.88 1707.28 4739.11 413.32 316.68 
Regular senior high schools 14380 231.71 228.34 656.91 55.90 
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Regular Schools in China-1993 (Continued) 
(Unit: 10,000 
people) 
Schools (Insti- Graduates New Students Total Enrell- Total Faculty Full-Time 
tutes) Admitted ment Members Teachers 
Regular junior high schools 68415 1134.17 1478.94 4082.20 260.78 
4. Vocational high schools 9985 102.51 161.53 362.59 39.66 26.17 
Vocational semior high schools 8403 87.99 134.88 306.35 22.86 
Vocational junior high schools 1582 14.52 26.65 $6.24 3.31 
5. Work-study schools 95 0.21 0.23 0.51 0.33 0.16 
IV. Elementary schools 696681 1841.51 2353.48 1242!.24 621.84 $55.16 
V. Special education schools 1123 1.17 3.35 16.86 2.96 2.04 
VI. Kindergartens 165197 1533.99 1748.79 2552.54 112.63 83.60 
Adult Schools in China-1993 
(Unit: 10,000 
people) 
Schools (Insti- Graduates New Students Total Enroll- Total Faculty Full-Time 
tutes) Admitted ment Members Teachers 
Total 469575 6631.74 5975.49 $421.89 89.37 36.50 
1. Adult institutions of higher 1183 44.12 86.27 186.29 20.47 8.95 
education 
1. Radio and TV universities 45 10.16 21.33 43.79 4.11 1.72 
2. Staff and worker institutions 714 5.92 11.25 27.52 7.97 3.58 
of higher education 
3. Farmer institutions of higher 5 0.01 0.02 0.03 0.03 0.01 
education 
4. Management cadre colleges 166 2.27 5.96 9.31 3.70 1.36 
5. Education institutes 249 6.46 9.55 21.69 4.59 2.24 
6. Independent correspondence 4 0.36 0.40 1.21 0.07 0.04 
institutes 
7. Facilities run by regular insti- 18.94 37.76 82.74 
tutions of higher education 
Correspondence courses 13.66 25.30 58.13 
Night universities 4.65 10.76 22.09 
Special cadre classes 0.63 1.70 2.£2 
Total: special classes run by radio 2.37 7.92 13.10 
and TV universities, correspon- 
dence universities, and night uni- 
versities 
Il. Adult secondary schools 308957 5813.62 5152.11 4447.91 56.06 23.50 
|. Adult secondary specialized 4783 54.03 85.67 206.76 20.29 10.39 
schools 
Radio and TV secondary special- 124 10.42 21.50 $6.23 1.61 0.74 
ized schools 
Staff and worker secondary spe- 1880 13.08 25.33 56.01 7.41 3.67 
ciahized schools 
Cadre secondary specialized 243 1.86 4.62 8.85 1.11 0.50 
schools 
Farmer secondary specialized 369 4.06 6.70 14.41 1.43 0.82 
schools 
Secondary specialized correspon- 67 6.02 7.61 21.80 1.05 0.36 
dence schools 
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Adult Schools in China-1993 (Continued) 
(Unit: 10,000 
people) 
Schools (Insti- |  Gradwates | NewStudents | Total Enroll- | Total Faculty Full-Time 
tutes) Admitted ment Members Teachers 
Teacher training schools 2100 18.59 19.91 49.46 1.68 4.30 
2. Adult high schools $879 $2.79 60.30 68.64 3.72 204 
Staff and worker high schools 2371 31.20 31.07 34.71 2.48 1.34 
Farmer high schools 3508 21.59 29.23 33.93 1.24 0.70 
3. Adult technical schools 298295 5706.80 5006.14 4172.51 32.05 11.07 
Staff and worker technical 9774 425.34 492.53 303.98 $.93 261 
schools 
Farmer technical schools 288521 5281.46 4513.61 3868.53 26.12 8.46 
III. Adult elementary schools 159435 774.00 737.11 787.69 12.84 4.05 
1. Staff and worker elementary 1959 13.72 15.03 15.88 0.26 0.13 
schools 
2. Farmer elementary schools 157476 760.28 722.08 771.81 12.58 3.92 
Including literacy classes 106439 $48.17 462.92 $07.42 9.19 2.60 
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NORTHWEST REGION 


Xinjiang Women, Children Lack Rights, 
Protection 


Child Labor 


94CM0224A Urumgi SHENGHUO DAOBAO [LIFE 
HERALD)] in Chinese 26 Feb 94 p 1 


[Article by Quan Pengfei (2938 7720 7378): “Children at 
the Junction”’} 


[Text] In some areas in southern Xinjiang, runaway 
school children has long been a problem without a 
solution. | went to Pishan County’s Keketiereke Town- 
ship and saw the silhouette of a small child herding sheep 
on the Gobi sands and witnessed other children selling 
food and drinks in the restaurants. | became very 
depressed. 


On a fiercely hot day last September, the township party 
committee vice secretary Yang Yaorong [2799 5069 
2837] and two of the village cadres spent almost a day 
“grabbing” 12 students and taking them back to the 
schools; they were all hot and sweaty. When they got to 
the section of the village road where corn grew tall and 
dense on both sides, suddenly there was a whistle, and 
the naughty children scattered. The quick and agile ones 
disappeared among the bushes; only three scared little 
girls did not run off. They just sat there and cried. They 
would rather die than go back to school. 


Since 1981, the township’s 19 schools have yet to com- 
plete their enrollment plans. The middle school enroll- 
ment rate is below 50 percent. Where are the children 
who should be attending school? 


In the bazha [1572 2089], one often hears the young 
voices of children in the restaurants and shops selling 
goods and calling out. They look only 12-13 years old. 
On the road to town, those driving the mule carts selling 
kindling and livestock are almost all children. 


Why aren’t these children attending school? What are 
their parents thinking? 


Most peasants believe that so long as their children can 
read a few words and do some simple arithmetic, it is 
good enough. As for going to school to become workers 
and cadres, they don’t even dare to dream. As a result, 
young people who should be keeping company with 
books and knowledge are keeping company with sheep 
and mules. At one time, poverty brought nothing but 
misery and sorrow to the people around here. People 
long to be rich. Their desire to make money keep them 
very busy, so busy that they drag their little boys and 
little girls, who have no interest in learning anyway, 
down with them. 


It is difficult to recruit students and even more difficult 
to reinforce them and keep them there. The township 
recruited a class of 30 first-year middle school students 


JPRS-CAR-94-032 
17 May 1994 


last year; 11 did not show up after registration, and 12 
dropped out later for various reasons. The township 
tried a new measure to counter the recruitment problem 
a couple years ago: Each household had to guarantee 
sending one student to school; they were rewarded with 
one year of free service plus 30 yuan; those who did not 
comply would be fined one year’s free service plus 30 
yuan. When that measure was first implemented, it 
helped, but it did not take long for the peasants to figure 
things out: One child could raise five sheep in a year, and 
if they fined me one sheep, I would still have four, not to 
mention their dung for fertilizer; I would still come out 
ahead work even with the fine. Later, as the voice of 
““easing the peasants’ burdens” grew louder and louder, 
the village had no choice but to abolish its “local policy,” 
and enrollment dropped again. 


The ultimate goal of education is to improve the nation’s 
overall quality so that people can escape ignorance and 
poverty and embark on the road to civilization and 
wealth. But to an ordinary peasant who is so sick and 
tired of being poor and who does not even have the most 
basic guarantees of survival, what good is education? In 
my opinion, to keep education from slipping away in 
these backward regions, besides continuing to strengthen 
guidance and increase input, perhaps we should change 
the area’s existing mold of “pure education” to “‘quality 
education” that 1s more compatible with the realistic 
local conditions, so that the students can directly serve 
the village economy and social development as soon as 
they leave school. 


Protect Rights of Youth 


94CM0224B Urumqi XINJIANG RIBAO in Chinese 
26 Feb 94 p 2 


[Article by Naiyimu Yasheng (0035 0181 2606 3660 
3932), Xinjiang CPPCC member: “Conscientiously Pro- 
tect the Rights of the Young”] 


[Text] CYL organizations at all levels in the Xinjiang 
Autonomous Region have done much solid work to 
represent and protect the legal rights of young people and 
to promote the healthy development of the juveniles, but 
there are still many problems in these area, and in 
particular, things that jeopardize the physical and 
mental well-being of the young are still happening fre- 
quently. 


On the matter of infringement of the juvenile’s legal 
rights in marriage and family life, it is our opinion that 
the public security organs and the judicial departments 
should put more force on cracking down quickly and 
severely on the criminal activities that seriously harm 
the young people. Party and government departments 
throughout the region and the mass organizations should 
emphasize educating the parents of underage children 
about the law, so that they are more aware of the laws. 
Legal, administrative, and economic measures should be 
applied in accordance to the law when parents fail to 
fulfill their responsibilities. This is to make sure that the 
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legal rights of the young are not violated. Families, 
schools, and society should work together to take up the 
responsibility and form a multi-channel, multi-level, 
all-encompassing protective network. 


On the questions of child-labor and using children to 
peddle goods, it is our opinion that to solve those 
problems we must first focus on family protection. CLY 
organizations at all levels and the education department 
must work very closely together to continue to “persuade 
the middle and elementary students to go back to 
school” and actively implement “Project Hope” to bring 
many school children back to the school grounds. We 
suggest that Xinjiang’s People’s Congress take the lead 
and work with the education and judicial and relevant 
departments to conduct a special study once a year on 
the issues of child-labor and child-merchants. 


On the issue of juvenile crimes, first, we must comply 
with the autonomous region’s “Juvenile Protection Act” 
and other appropriate laws and regulations to give the 
young more protection. Second, we must focus on the 
young people’s moral education and strengthen the 
school’s political ideology work. Families, schools, and 
society should show concern for the young people and 
share the responsibility of nurturing and educating the 
next generation. Third, we must do a good comprehen- 
sive job with regard to maintaining public security and 
active prevention of juvenile crimes. Lastly, we suggest 
that the autonomous region build a youth convalescence 
center or drug rehabilitation center. 


On the issue of the cultural market, first, the building of 
youth activities centers should be included in the social 
development plans. Second, the public security, indus- 
trial and commercial, cultural, and CYL and other 
departments should join together to sort out the cultural 
markets and implement regular administration. Third, 
“wipe out pornography” and “crack down on crimes” 
should continue, but more important is that we should 
encourage the young people and children’s cultural cre- 
ativity. Fourth, we should continue to work on prohib- 
iting children from entering certain premises by posting 
signs. 


Lack of Legal Protection for Women 


94CM0224C Urumqi XINJIANG RIBAO in Chinese 
26 Feb 94 p 2 


[Article by Zou Huixian (6760 2264 0341), member of 
Xinjiang Autonomous Region CPPCC Standing Com- 
mittee: “Optimize the Social Environment for Women’’] 


[Text] In Xinjiang, the leaders, to different extents, are 
not putting enough emphasis on the dissemination and 
implementation of the “Protection of Women’s Rights 
Act,” and the relevant departments are not vigorously 
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cooperating with one another. The main reason is that in 
some comrades’ opinion, “the ‘Women’s Act’ is a 
woman’s act, and all that is needed is for the women to 
get together and work on it.” Within the party and 
government leading groups, the lack of woman leaders is 
clearly a problem. Violation of women’s rights is still a 
fairly serious problem. In the market place, money 
worship has enticed some people to turn women into a 
commodity. 


According to Article 4 of the “Women’s Act,” the 
provincial, municipal, and autonomous region people’s 
governments must set up organs to protect women’s 
rights. Xinjiang has set up a protection group under the 
Women and Children Work Committee to coordinate 
with various departments on protecting women’s rights. 
The departments must fulfill their own responsibilities 
and seize this task. The “Women’s Act” has given the 
protection of women’s rights an extensive legal scope, 
which is very important. But practice has proved that 
without a clear and detailed program that is compatible 
with Xinjiang’s own characteristics, women’s righ,s still 
do not have the legal protection they deserve with regard 
to many specific issues. Xinjiang’s People’s Congress has 
decided to include the promulgation of detailed rules to 
implement the “Women’s Act” in the 1994 legislative 
plan. Personnel has been selected and transferred from 
the People’s Congress and Women’s Feder: .ion, and the 
investigating and drafting work will begin soon. It is 
hoped that Xinjiang’s people’s government will provide 
the necessary funding and support so guarantee the 
success of this endeavor. 


It is suggested that party committees at all levels elect 
more woman cadres to the next level party schools or 
lower the requirements for further studies at the relevant 
colleges so as to provide more opportunities for women 
to make progress and move up. Effective measures 
should be taken to put more qualified woman cadres in 
leadership positions. 


It is suggested that we take advantage of the Fourth 
World Women’s Conference to once again give publicity 
to the “Women’s Act” to help expedite its implementa- 
tion. We must enforce the law strictly and prosecute and 
punish harshly all criminal acts in society that violate 
women’s rights or cause bodily harm to women. 


Prostitution and other sexual services and other ugly and 
evil phenomena poison the soul and corrode the body of 
our society; they are the root causes of many evils. I urge 
the people’s governments at all levels and the public 
security, the political and law, the judicial and other 
relevant departments to make the task of eradicating this 
“social evil” a part of their comprehensive administra- 
tive responsibility, and I urge them to strengthen contro, 
enforce the law stringently, and emphasize both prouse- 
cution and prohibition, so as to guarantee results. 











§2 HONG KONG, MACAO 


Poll on Governor, Renowned Legislative Councilors 


94CM0266B Hong Kong TANGTAI 
[CONTEMPORARY] in Chinese No 35, 15 Feb 94 


pp 6-7 


[Article by Chung T’ing-yao (6988 1656 5069), 
Researcher, Social Science Research Center, University 
of Hong Kong] 


[Excerpts] [passage omitted] Several days ago the Social 
Science Research Center of the University of Hong Kong 
published the results of all previous 1993 marks given to 
the Hong Kong governor, legislative councilors and 
political groups. This was the first part of a 1993 overall 
summary. A second section concerning the degree of 
trust in the Chinese, British and Hong Kong govern- 
ments, and a survey of residents’ confidence in the future 
will be made public hereafter. To evaluate Hong Kong 
Governor Patten, surveys basically were undertaken 
once per week; in 1993, 50 surveys were taken in which 
more than 28,600 people successfully were interviewed. 
The average grade given to the Hong Kong governor was 
57.99. Regarding legislative councilors and political 
groups, a survey was made once every two months. Some 
3,385 people were interviewed for the former and 3,271 
people for the latter. [passage omitted] 


Summarizing residents’ degree of support for the Hong 
Kong governor, as of the latter half of 1993, the degree of 
support was fixed at around 57 points, with less fluctu- 
ation than in 1992, indicating that residents’ appraisal of 
Hong Kong Governor Patten himself has begun to 
finalize. There were two rather large fluctuations in 
1993; in March there was one jump after publication of 
the political reform plan statutes. In October there was a 
seven percent rise after reading out the second adminis- 
trative report. Thereafter a recovery to normal levels was 
seen. 


An analysis of the grades given to Patten finds them 
average. In 1992, they rose to a height of 65 points, about 
the same as before Wei T’u-hsin left office. The highest 
score given to the top 10 Legislative Council [Legco] 
members was around 65 points. If we compare the marks 
given to Legco Members to those received by the Hong 
Kong governor, Patten only comes in at around sixth 
place. From this one can see that evaluations of the Hong 
Kong governor himself are only average. [passage 
omitted] 


Regarding residents’ appraisals of the 10 most familiar 
major Legco members, Tu Yeh Hsi-en still holds first 
place, Liu Hui-ch’ing second, Liu Ch’ien-shih is often in 
third or fourth. The others, such as Li Chu-ming, Chou 
Liang Shu-ch’ia, Si-tu Hua, Huang Hung-fa and Li 
P’eng-fei are all on the list. Tu Yao-tsung has been on the 
list for nearly one-half a year now. Regarding degrees of 
recognition, the top 10 Legco members are all recognized 
by about 70 percent to 80 percent of residents, about 20 
percent higher than the political groups, indicating that 
more residents recognize Legco members than political 


groups. 
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Analyzing the marks received by various political parties 
and groups, the Hong Kong Alliance still occupies first 
place, the Hui Tien second, and for nearly one-half year 
now the Freedom Party and Workers Union have vied 
for third and fourth place. Fifth place is contended for by 
the Min-chien Lien and the Tsu-Min Lien. It is note- 
worthy that the marks political parties received were 
generally lower than those received by Legco members, 
indicating that residents still have rather low knowledge 
of political parties. However, they are somewhat better 
known than at the end of 1993 and the beginning of 
1994. [passage omitted] 


Political Attitudes of Senior HS Students Surveyed 


94CM0266A Hong Kong TANGTAI 
[CONTEMPORARY] in Chinese No 35, 15 Feb 94 
pp 8-10 


[Article by the Hong Kong Urban Engineering Institute, 
Baptist Institute, and Study Friendship Society (Xueyou 
She)] 


[Excerpts] Those concerned at the Hong Kong City 
Engineering Institute, the Baptist Institute, and the 
Study Friendship Society recently did a study of citizen- 
ship education entitled “The Political Transition Period 
in Hong Kong: Political Attitudes of Senior High School 
Students.” [passage omitted] 


Approximately 50 percent of senior high school students 
support direct elections to all levels of the Legislative 
Council and Legislative Council members: 1994 regional 
legislative councils (53 percent), 1995 municipal and 
regional councils (51 percent) and 1995 Legislative 
Council bureaus (48 percent); however, 30 percent of 
those interviewed had no opinion. When calculated on a 
scale from zero to one hundred, (where zero represents 
all disagree strongly and 100 represents all agree 
strongly), a rather low 62 points of students gave average 
support for third-level Legislative Council direct elec- 
tions. Originally, it was generally thought students were 
rather idealized; therefore, 62-point support was quite 
far from our predictions. More students born in Hong 
Kong support direct elections (by five points) than those 
born in China. Statistically, this is a notable difference, 
indicating that cultural and attitudinal factors affect 
whether senior high school students support direct elec- 
tions. [passage omitted] 


Although 38 percent of senior high school students agree 
that “the Basic Law can ensure rule by law of the Hong 
Kong Special Administrative Region after 1997” and 50 
percent agree “one country with two systems in Hong 
Kong is feasible.” Neveriheless, less than one-third of 
senior high school students agree that “the government 
in Beijing respects the Sino-British Joint Accord” (29 
percent) and “will respect the Basic Law” (28 percent). 
On a zero to 100 scale, the average value of confidence in 
China’s promises by those interviewed was 5!. More 
students born in China (by eight points) than in Hong 
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Kong believe China’s promises. Likewise, this is a sta- 
tistically significant difference. From this it can be seen 
that senior high school students’ differing opinions 
regarding support of direct elections and confidence in 
China’s promises are related to place of birth. [passage 
omitted] 


Approximately 50 percent of those interviewed agree “if 
a communist desires to publish a speech supporting 
communism, he should be allowed to do so” ( 49 
percent) and “when a communist is elected legally as a 
Hong Kong Legislative Council member, the residents of 
Hong Kong should allow him to hold office” (51 per- 
cent). The Hong Kong government has promoted citi- 
zenship education for eight years now. Surprisingly, only 
60 percent of those interviewed agree “‘minorities should 
have the freedom to criticize majority decisions.” Senior 
high school students’ average political leniency value was 
60 on a zero to 100 scale, which is rather low. The 
concepts of freedom and democracy in middle-school 
education are not broadly accepted by senior high-school 
students. [passage omitted] 


Some 30 percent of senior high school students oppose 
lowering the voting age to 18 years; 25 percent had no 
opinion and 45 percent agreed. Comparatively speaking, 
the senior high school students who disagreed were 
mainly females or those 18 years and older. As expected, 
they have no intention of registering to vote or casting 
ballots in the 1995 elections. The aforementioned results 
indicate that citizenship education has not been effec- 
tively promoted among senior high school students, or 
else perhaps the students were unable to accept sufficient 
citizenry education training as expected. [passage 
omitted] 


Senior high school students will vote for Legislative 
Council members according to the following factors: 
Record of past experience (87 percent), political affilia- 
tion (86 percent), degree of education (78 percent), 
professional qualifications (73 percent), political party 
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background (56 percent), eloquence (41 percent), rela- 
tionship to China (40 percent), age (36 percent), glamour 
and looks (13 percent), and sex (nine percent). Senior 
high school students pay relatively greater attention to 
the first four “rational factors” in voting for Legco 
members. A “candidate’s inclinations” and ‘“‘inclina- 
tions towards matters” more strongly influence students’ 
voter behavior rather than “political party inclination.” 
[passage omitted] 


Some 69 percent of those interviewed indicated that if 
they were qualified to vote in the 1995 elections, they 
would register to vote in the 1995 Legco elections; 75 
percent of thein indicated that if they register to vote in 
the 1995 Legco elections, they will do so. If we subtract 
the influence of the “social desirability effect,” fewer will 
actually register to vote and cast ballots. This brings up 
the old issue of how to turn intention to vote into actual 
voting in the Hong Kong environment. Although the 
older the senior high school student, the relatively 
greater the indication to register to vote and cast a ballot, 
but the relationships therein are not so clear. School 
seniority has a positively clear influence: Those inter- 
viewed of higher seniority comparatively tend to register 
and vote. Other social and cultural factors such as sex, 
place of birth, religious beliefs and family income had no 
significant influence. [passage omitted] 


Hong Kong senior high school students lack confidence 
in the Chinese Government, engendering rather low 
political tolerance. Rather low political tolerance is unfa- 
vorable to promote democracy in society. Their low 
support for direct elections and a lower voting age 
reflects insufficient citizenship education in school. On 
the contrary, they indicate a rational side to voting for 
Legislative Council members. They have appropriate 
support for registering to vote and casting ballots. In the 
future 1994 and 1995 elections, this group of new 
electorates can be seen as politically conservative. They 
will not be aroused by those political parties who try to 
please the public with claptrap. [passage omitted] 
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